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Pub. L. 94-12 added subsec. (f).

1971—Subsec. (e). Pub. L. 92-178 added subsec. (e).

1969—Subsec. (d). Pub. L. 91-172 substituted provi-
sions covering changes made by the Tax Reform Act of
1969 in case of individuals for provisions covering
changes made by Revenue Act of 1964.

1964—Subsec. (d). Pub. L. 88-272 amended subsection
generally by substituting provisions relating to
changes made by the Revenue Act of 1964, for provi-
sions relating to taxable years beginning before Jan. 1,
1954, and ending after Dec. 31, 1953.

EFFECTIVE DATE OF 2001 AMENDMENT

Amendment by Pub. L. 107-16 applicable to taxable
years beginning after Dec. 31, 2000, see section 101(d)(1)
of Pub. L. 107-16, set out as an Effective and Termi-
nation Dates of 2001 Amendment note under section 1 of
this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-514 applicable to taxable
years beginning after Dec. 31, 1986, see section 151(a) of
Pub. L. 99-514, set out as a note under section 1 of this
title.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97-34 applicable to taxable
years beginning after Dec. 31, 1981, see section 101(f)(1)
of Pub. L. 97-34, set out as a note under section 1 of this
title.

EFFECTIVE DATE OF 1977 AMENDMENT

Amendment by Pub. L. 95-30 applicable to taxable
years beginning after Dec. 31, 1976, see section 106(a) of
Pub. L. 95-30, set out as a note under section 1 of this
title.

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94-455 applicable with respect
to taxable years ending after Dec. 31, 1975, see section
901(d) of Pub. L. 94-455, set out as a note under section
11 of this title.

EFFECTIVE DATE OF 1975 AMENDMENT

Amendment by Pub. L. 94-164 applicable to taxable
years beginning after Dec. 31, 1975, see section 4(e) of
Pub. L. 94-164, set out as an Effective and Termination
Dates of 1975 Amendments note under section 11 of this
title.

EFFECTIVE DATE OF 1964 AMENDMENT

Pub. L. 88-272, title I, §132, Feb. 26, 1964, 78 Stat. 30,
provided that the amendment made by that section is
effective with respect to taxable years ending after
Dec. 31, 1963.

COORDINATION OF 1997 AMENDMENT WITH SECTION 15

Pub. L. 105-34, title I, §1(c), Aug. 5, 1997, 111 Stat. 788,
provided that: ‘“No amendment made by this Act [see
Tables for classification] shall be treated as a change in
a rate of tax for purposes of section 15 of the Internal
Revenue Code of 1986.”

COORDINATION OF 1993 AMENDMENT WITH SECTION 15

Pub. L. 103-66, title XIII, §13001(c), Aug. 10, 1993, 107
Stat. 416, provided that: ‘‘Except in the case of the
amendments made by section 13221 [amending sections
11, 852, 1201, and 1445 of this title] (relating to corporate
rate increase), no amendment made by this chapter
[chapter 1 (§§13001-13444) of title XIII of Pub. L. 103-66,
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see Tables for classification] shall be treated as a
change in a rate of tax for purposes of section 15 of the
Internal Revenue Code of 1986.”

COORDINATION OF 1990 AMENDMENT WITH SECTION 15

Pub. L. 101-508, title XI, §11001(c), Nov. 5, 1990, 104
Stat. 1388-400, provided that: ‘‘Except as otherwise ex-
pressly provided in this title, no amendment made by
this title [see Tables for classification] shall be treated
as a change in a rate of tax for purposes of section 15
of the Internal Revenue Code of 1986.”

COORDINATION OF 1987 AMENDMENT WITH SECTION 15

Pub. L. 100-203, title X, §10000(c), Dec. 22, 1987, 101
Stat. 1330-382, provided that: ‘“‘No amendment made by
this title [see Tables for classification] shall be treated
as a change in a rate of tax for purposes [of] section 15
of the Internal Revenue Code of 1986."”

COORDINATION OF 1986 AMENDMENT WITH SECTION 15

Pub. L. 99-514, §3(b), Oct. 22, 1986, 100 Stat. 2095, pro-
vided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
for purposes of section 15 of the Internal Revenue Code
of 1986, no amendment or repeal made by this Act [see
Tables for classification] shall be treated as a change in
the rate of a tax imposed by chapter 1 of such Code.

‘“(2) EXCEPTION.—Paragraph (1) shall not apply to the
amendment made by section 601 [amending section 11
of this title] (relating to corporate rate reductions).”

PART IV—CREDITS AGAINST TAX

A Nonrefundable personal credits.

B Other credits.

C Refundable credits.

D. Business-related credits.

E. Rules for computing investment credit.

F Rules for computing work opportunity credit.

G Credit against regular tax for prior year min-
imum tax liability.!

H Nonrefundable credit to holders of clean re-
newable energy bonds.

1. Qualified tax credit bonds.

J. Build America bonds.

AMENDMENTS

2009—Pub. L. 111-5, div. B, title I, §1531(c)(6), Feb. 17,
2009, 123 Stat. 360, added item for subpart J.

2008—Pub. L. 110-234, title XV, §15316(c)(5), May 22,
2008, 122 Stat. 15611, and Pub. L. 110-246, title XV,
§15316(c)(5), June 18, 2008, 122 Stat. 2273, made identical
amendments, adding items for subparts H and I and
striking out item for former subpart H ‘‘Nonrefundable
credit to holders of certain bonds’’. The amendment by
Pub. L. 110-234 was repealed by Pub. L. 110-246, §4(a),
June 18, 2008, 122 Stat. 1664.

2005—Pub. L. 109-58, title XIII, §1303(c)(1), Aug. 8, 2005,
119 Stat. 996, added item for subpart H.

1996—Pub. L. 104-188, title I, §§1201(e)(3),
1601(b)(2)(F)(ii), Aug. 20, 1996, 110 Stat. 1772, 1833, sub-
stituted ‘“‘Other credits’ for ‘‘Foreign tax credit, etc.”
in item for subpart B and ‘“‘work opportunity credit”
for ‘‘targeted jobs credit’ in item for subpart F.

1990—Pub. L. 101-508, title XI, §11813(b)(26), Nov. 5,
1990, 104 Stat. 1388-555, substituted ‘‘Rules for comput-
ing investment credit’’ for ‘‘Rules for computing credit
for investment in certain depreciable property’’ in item
for subpart E.

1984—Pub. L. 98-369, div. A, title IV, §§471(a), 474(n)(3),
July 18, 1984, 98 Stat. 825, 834, substituted ‘‘Nonrefund-
able personal credits’” for ‘‘Credits allowable” in item
for subpart A, ‘“‘Foreign tax credit, etc’’ for ‘‘Rules for
computing credit for investment in certain depreciable
property” in item for subpart B, ‘“‘Refundable credits”

1Editorially supplied. Subpart G of part IV added by Pub. L.

99-514 without corresponding amendment of part analysis.



§21

for ‘“‘Rules for computing credit for expense of work in-
centive programs’ in item for subpart C, and ‘‘Busi-
ness-related credits” for ‘“Rules for computing credit
for employment of certain new employees’ in item for
subpart D, and added items for subparts E and F.

1977—Pub. L. 95-30, title II, §202(d)(1)(B), May 23, 1977,
91 Stat. 147, added subpart D.

1971—Pub. L. 92-178, title VI, §601(c)(1), Dec. 10, 1971,
85 Stat. 557, added subpart C.

SUBPART A—NONREFUNDABLE PERSONAL

CREDITS

Sec.

21. Expenses for household and dependent care
services necessary for gainful employment.

22. Credit for the elderly and the permanently
and totally disabled.

23. Adoption expenses.

24. Child tax credit.

25. Interest on certain home mortgages.

256A. Hope and Lifetime Learning credits.

25B. Elective deferrals and IRA contributions by
certain individuals.

256C. Nonbusiness energy property.

256D. Residential energy efficient property.

26. Limitation based on tax liability; definition

of tax liability.
AMENDMENTS

2010—Pub. L. 111-148, title X, §10909(b)(2)(0), (c), Mar.
23, 2010, 124 Stat. 1023, as amended by Pub. L. 111-312,
title I, §101(b)(1), Dec. 17, 2010, 124 Stat. 3298, tempo-
rarily struck out item 23 ‘“‘Adoption expenses’. See Ef-
fective and Termination Dates of 2010 Amendment note
set out under section 1 of this title.

2005—Pub. L. 109-58, title XIII, §§1333(b)(2), 1335(b)(5),
Aug. 8, 2005, 119 Stat. 1030, 1036, added items 25C and
25D.

2001—Pub. L. 107-16, title VI, §618(c), June 7, 2001, 115
Stat. 108, added item 25B.

1998—Pub. L. 105206, title VI, §6004(a)(1), July 22,
1998, 112 Stat. 792, substituted ‘‘Hope and Lifetime
Learning credits” for ‘‘Higher education tuition and re-
lated expenses’ in item 25A.

1997—Pub. L. 105-34, title I, §101(d)(3), title II, §201(e),
Aug. 5, 1997, 111 Stat. 799, 806, added items 24 and 25A.

1996—Pub. L. 104-188, title I, §1807(c)(6), Aug. 20, 1996,
110 Stat. 1902, added item 23.

1990—Pub. L. 101-508, title XI, §11801(b)(1), Nov. 5,
1990, 104 Stat. 1388-522, struck out item 23 ‘‘Residential
energy credit’.

1986—Pub. L. 99-514, title I, §112(b)(5), Oct. 22, 1986, 100
Stat. 2109, struck out item 24 ‘‘Contributions to can-
didates for public office’.

1984—Pub. L. 98-369, div. A, title IV, §§471(b), 612(f),
July 18, 1984, 98 Stat. 826, 913, substituted ‘‘Nonrefund-
able Personal Credits” for ‘‘Credits Allowable’ as sub-
part A heading, struck out analysis of sections 31
through 45 formerly comprising subpart A, and inserted
a new analysis of sections consisting of items 21 (for-
merly 44A), 22 (formerly 37), 23 (formerly 44C), 24 (for-
merly 41), and 25 and 26 (newly enacted).

1983—Pub. L. 98-67 repealed amendments made by
Pub. L. 97-248. See 1982 Amendment note below.

Pub. L. 98-21, title I, §122(c)(7), Apr. 20, 1983, 97 Stat.
87, inserted ‘‘and the permanently and totally disabled’’
to item 37.

Pub. L. 97424, title V, §515(b)(6)(D), Jan. 6, 1983, 96
Stat. 2181, substituted ‘‘and special fuels’ for ‘¢, special
fuels, and lubricating o0il”’ after ‘‘gasoline’ in item 39.

Pub. L. 97-414, §4(c)(1), Jan. 4, 1983, 96 Stat. 2056,
added item 44H.

1982—Pub. L. 97-248, title III, §§307(b)(3), 308(a), Sept.
3, 1982, 96 Stat. 590, 591, provided that, applicable to
payments of interest, dividends, and patronage divi-
dends paid or credited after June 30, 1983, item 31 is
amended to read ‘‘Tax withheld on wages, interest,
dividends, and patronage dividends’’. Section 102(a), (b)
of Pub. L. 98-67, title I, Aug. 5, 1983, 97 Stat. 369, re-
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pealed subtitle A (§§301-308) of title III of Pub. L. 97-248
as of the close of June 30, 1983, and provided that the
Internal Revenue Code of 1954 [now 1986] [this title]
shall be applied and administered (subject to certain
exceptions) as if such subtitle A (and the amendments
made by such subtitle A) had not been enacted.

1981—Pub. L. 97-34, title II, §221(c)(2), title III,
§331(e)(2), Aug. 13, 1981, 95 Stat. 247, 295, added items
44F and 44G.

1980—Pub. L. 96-223, title II, §§231(b)(1), 232(b)(3)(B),
Apr. 2, 1980, 94 Stat. 272, 276, added items 44D and 44E.

1978—Pub. L. 95-618, title I, §101(b)(1), Nov. 9, 1978, 92
Stat. 3179, added item 44C.

1977—Pub. L. 9530, title I, §101(e)(1), title II,
§202(d)(1)(A), May 23, 1977, 91 Stat. 134, 147, added item
44B and struck out item 36 ‘‘Credit not allowed to indi-
viduals taking standard deduction’.

1976—Pub. L. 94-455, title IV, §401(a)(2)(D), title V,
§§501(c)(2), 503(b)(5), 504(a)(2), title XIX, §1901(b)(1)(Z),
Oct. 4, 1976, 90 Stat. 1555, 1559, 1562, 1565, 1792, sub-
stituted in item 42 ‘“‘General tax credit” for ‘‘Taxable
income credit’’, struck out in item 36 ‘‘pay optional tax
or”’, inserted in item 33 ‘‘possession tax credit’, sub-
stituted in item 37 “‘Credit of the elderly’ for ‘‘Retire-
ment income’’, added item 44A, and struck out item 35
“Partially tax-exempt interest received by individ-
uals’.

1975—Pub. L. 94-164, §3(a)(2), Dec. 23, 1975, 89 Stat. 973,
substituted ‘‘Taxable income credit” for ‘“Credit for
personal exemptions” in item 42.

Pub. L. 94-12, title II, §§203(b)(1), 204(c), 208(d)(1), Mar.
29, 1975, 89 Stat. 30, 32, 35, renumbered item 42 as 45 and
added item 42 applicable to taxable years ending after
Dec. 31, 1974, but to cease to apply to taxable years end-
ing after Dec. 31, 1975, item 43 applicable to taxable
years beginning after Dec. 31, 1974, but before Jan. 1,
1976, and item 44.

1971—Pub. L. 92-178, title VI, §601(c)(2), Dec. 10, 1971,
85 Stat. 557, added items 40 and 41, and redesignated
former item 40 as 42.

1970—Pub. L. 91-258, title II, §207(d)(10), May 21, 1970,
84 Stat. 249, inserted ¢, special fuels,”” after ‘‘gasoline”
in item 39.

1965—Pub. L. 89-44, title VIII, §809(d)(1), June 21, 1965,
79 Stat. 167, added item 39 and redesignated former
item 39 as 40.

1964—Pub. L. 88-272, title II, §201(d)(1), Feb. 26, 1964, 78
Stat. 32, struck out item 34.

1962—Pub. L. 87-834, §2(g)(1), (2), Oct. 16, 1962, 76 Stat.
972, 973, added headings of subparts A and B and item
38, and redesignated former item 38 as 39.

§21. Expenses for household and dependent care
services necessary for gainful employment

(a) Allowance of credit
(1) In general

In the case of an individual for which there
are 1 or more qualifying individuals (as de-
fined in subsection (b)(1)) with respect to such
individual, there shall be allowed as a credit
against the tax imposed by this chapter for
the taxable year an amount equal to the appli-
cable percentage of the employment-related
expenses (as defined in subsection (b)(2)) paid
by such individual during the taxable year.

(2) Applicable percentage defined

For purposes of paragraph (1), the term ‘‘ap-
plicable percentage’ means 35 percent reduced
(but not below 20 percent) by 1 percentage
point for each $2,000 (or fraction thereof) by
which the taxpayer’s adjusted gross income
for the taxable year exceeds $15,000.

(b) Definitions of qualifying individual and em-
ployment-related expenses

For purposes of this section—



Page 63

(1) Qualifying individual

The term ‘‘qualifying individual”’ means—

(A) a dependent of the taxpayer (as defined
in section 152(a)(1)) who has not attained age
13,

(B) a dependent of the taxpayer (as defined
in section 152, determined without regard to
subsections (b)(1), (b)(2), and (d)(1)(B)) who is
physically or mentally incapable of caring
for himself or herself and who has the same
principal place of abode as the taxpayer for
more than one-half of such taxable year, or

(C) the spouse of the taxpayer, if the
spouse is physically or mentally incapable of
caring for himself or herself and who has the
same principal place of abode as the tax-
payer for more than one-half of such taxable
year.

(2) Employment-related expenses
(A) In general

The term ‘“‘employment-related expenses”
means amounts paid for the following ex-
penses, but only if such expenses are in-
curred to enable the taxpayer to be gainfully
employed for any period for which there are
1 or more qualifying individuals with respect
to the taxpayer:

(i) expenses for household services, and
(ii) expenses for the care of a qualifying
individual.

Such term shall not include any amount
paid for services outside the taxpayer’s
household at a camp where the qualifying
individual stays overnight.

(B) Exception

Employment-related expenses described in
subparagraph (A) which are incurred for
services outside the taxpayer’s household
shall be taken into account only if incurred
for the care of—

(i) a qualifying individual described in
paragraph (1)(A), or

(ii) a qualifying individual (not described
in paragraph (1)(A)) who regularly spends
at least 8 hours each day in the taxpayer’s
household.

(C) Dependent care centers

Employment-related expenses described in
subparagraph (A) which are incurred for
services provided outside the taxpayer’s
household by a dependent care center (as de-
fined in subparagraph (D)) shall be taken
into account only if—

(i) such center complies with all applica-
ble laws and regulations of a State or unit
of local government, and

(ii) the requirements of subparagraph (B)
are met.

(D) Dependent care center defined

For purposes of this paragraph, the term
‘“‘dependent care center’” means any facility
which—

(i) provides care for more than six indi-
viduals (other than individuals who reside
at the facility), and

(ii) receives a fee, payment, or grant for
providing services for any of the individ-

TITLE 26—INTERNAL REVENUE CODE §21

uals (regardless of whether such facility is
operated for profit).

(c¢) Dollar limit on amount creditable

The amount of the employment-related ex-
penses incurred during any taxable year which
may be taken into account under subsection (a)
shall not exceed—

(1) $3,000 if there is 1 qualifying individual
with respect to the taxpayer for such taxable
year, or

(2) $6,000 if there are 2 or more qualifying in-
dividuals with respect to the taxpayer for such
taxable year.

The amount determined under paragraph (1) or
(2) (whichever is applicable) shall be reduced by
the aggregate amount excludable from gross in-
come under section 129 for the taxable year.

(d) Earned income limitation
(1) In general

Except as otherwise provided in this sub-
section, the amount of the employment-relat-
ed expenses incurred during any taxable year
which may be taken into account under sub-
section (a) shall not exceed—

(A) in the case of an individual who is not
married at the close of such year, such indi-
vidual’s earned income for such year, or

(B) in the case of an individual who is mar-
ried at the close of such year, the lesser of
such individual’s earned income or the
earned income of his spouse for such year.

(2) Special rule for spouse who is a student or
incapable of caring for himself

In the case of a spouse who is a student or a
qualifying individual described in subsection
(b)(1)(C), for purposes of paragraph (1), such
spouse shall be deemed for each month during
which such spouse is a full-time student at an
educational institution, or is such a qualifying
individual, to be gainfully employed and to
have earned income of not less than—

(A) $250 if subsection (c)(1) applies for the
taxable year, or

(B) $500 if subsection (c)(2) applies for the
taxable year.

In the case of any husband and wife, this para-
graph shall apply with respect to only one
spouse for any one month.

(e) Special rules
For purposes of this section—
(1) Place of abode

An individual shall not be treated as having
the same principal place of abode of the tax-
payer if at any time during the taxable year of
the taxpayer the relationship between the in-
dividual and the taxpayer is in violation of
local law.

(2) Married couples must file joint return

If the taxpayer is married at the close of the
taxable year, the credit shall be allowed under
subsection (a) only if the taxpayer and his
spouse file a joint return for the taxable year.

(3) Marital status

An individual legally separated from his
spouse under a decree of divorce or of separate
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maintenance shall not be considered as mar-
ried.
(4) Certain married individuals living apart
If—
(A) an individual who is married and who
files a separate return—

(i) maintains as his home a household
which constitutes for more than one-half
of the taxable year the principal place of
abode of a qualifying individual, and

(ii) furnishes over half of the cost of
maintaining such household during the
taxable year, and

(B) during the last 6 months of such tax-
able year such individual’s spouse is not a
member of such household,

such individual shall not be considered as mar-
ried.
(5) Special dependency test in case of divorced
parents, etc.
If—
(A) section 152(e) applies to any child with
respect to any calendar year, and
(B) such child is under the age of 13 or is
physically or mentally incapable of caring
for himself,

in the case of any taxable year beginning in
such calendar year, such child shall be treated
as a qualifying individual described in sub-
paragraph (A) or (B) of subsection (b)(1)
(whichever is appropriate) with respect to the
custodial parent (as defined in section
152(e)(4)(A)), and shall not be treated as a
qualifying individual with respect to the non-
custodial parent.

(6) Payments to related individuals

No credit shall be allowed under subsection
(a) for any amount paid by the taxpayer to an
individual—

(A) with respect to whom, for the taxable
year, a deduction under section 151(c) (relat-
ing to deduction for personal exemptions for
dependents) is allowable either to the tax-
payer or his spouse, or

(B) who is a child of the taxpayer (within
the meaning of section 152(f)(1)) who has not
attained the age of 19 at the close of the tax-
able year.

For purposes of this paragraph, the term ‘‘tax-
able year” means the taxable year of the tax-
payer in which the service is performed.

(7) Student

The term ‘‘student” means an individual
who during each of 5 calendar months during
the taxable year is a full-time student at an
educational organization.

(8) Educational organization

The term ‘‘educational organization’ means
an educational organization described in sec-
tion 170(b)(1)(A)(ii).

(9) Identifying information required with re-
spect to service provider

No credit shall be allowed under subsection
(a) for any amount paid to any person unless—
(A) the name, address, and taxpayer iden-
tification number of such person are in-
cluded on the return claiming the credit, or
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(B) if such person is an organization de-
scribed in section 501(c)(3) and exempt from
tax under section 501(a), the name and ad-
dress of such person are included on the re-
turn claiming the credit.

In the case of a failure to provide the informa-
tion required under the preceding sentence,
the preceding sentence shall not apply if it is
shown that the taxpayer exercised due dili-
gence in attempting to provide the informa-
tion so required.

(10) Identifying information required with re-

spect to qualifying individuals

No credit shall be allowed under this section
with respect to any qualifying individual un-
less the TIN of such individual is included on
the return claiming the credit.

(f) Regulations

The Secretary shall prescribe such regulations
as may be necessary to carry out the purposes of
this section.

(Added Pub. L. 94-455, title V, §504(a)(1), Oct. 4,
1976, 90 Stat. 1563, §44A; amended Pub. L. 95-600,
title I, §121(a), Nov. 6, 1978, 92 Stat. 2779; Pub. L.
97-34, title I §124 (a)-(d), Aug. 13, 1981, 95 Stat.
197, 198; Pub. L. 98-21, title I, §122(c)(1), Apr. 20,
1983, 97 Stat. 87; renumbered §21 and amended
Pub. L. 98-369, div. A, title IV, §§423(c)(4), 471(c),
474(c), July 18, 1984, 98 Stat. 801, 826, 830; Pub. L.
99-514, title I, §104(b)(1), Oct. 22, 1986, 100 Stat.
2104; Pub. L. 100-203, title X, §10101(a), Dec. 22,
1987, 101 Stat. 1330-384; Pub. L. 100-485, title VII,
§703(a)-(c)(1), Oct. 13, 1988, 102 Stat. 2426, 2427;
Pub. L. 104-188, title I, §1615(b), Aug. 20, 1996, 110
Stat. 18563; Pub. L. 107-16, title II, §204(a), (b),
June 7, 2001, 115 Stat. 49; Pub. L. 107-147, title IV,
§418(b), Mar. 9, 2002, 116 Stat. 57; Pub. L. 108-311,
title II, §§203, 207(2), (3), Oct. 4, 2004, 118 Stat.
1175, 1177; Pub. L. 109-135, title IV, §404(b), Dec.
21, 2005, 119 Stat. 2634; Pub. L. 110-172, §11(a)(1),
Dec. 29, 2007, 121 Stat. 2484.)

PRIOR PROVISIONS

A prior section 21 was renumbered section 15 of this
title.

AMENDMENTS

2007—Subsec. (e)(5). Pub. L. 110-172 substituted ‘‘sec-
tion 1562(e)(4)(A)” for ‘‘section 152(e)(3)(A)”’ in conclud-
ing provisions.

2005—Subsec. (b)(1)(B). Pub. L. 109-135 inserted ‘‘(as
defined in section 152, determined without regard to
subsections (b)(1), (b)(2), and (d)(1)(B))”’ after ‘‘depend-
ent of the taxpayer’.

2004—Subsec. (a)(1). Pub. L. 108-311, §203(a), sub-
stituted ““In the case of an individual for which there
are 1 or more qualifying individuals (as defined in sub-
section (b)(1)) with respect to such individual’ for ‘“‘In
the case of an individual who maintains a household
which includes as a member one or more qualifying in-
dividuals (as defined in subsection (b)(1))”.

Subsec. (b)(1). Pub. L. 108-311, §203(b), reenacted head-
ing without change and amended text generally. Prior
to amendment, text read as follows: “The term ‘quali-
fying individual’ means—

‘“(A) a dependent of the taxpayer who is under the
age of 13 and with respect to whom the taxpayer is
entitled to a deduction under section 151(c),

‘“(B) a dependent of the taxpayer who is physically
or mentally incapable of caring for himself, or

‘“(C) the spouse of the taxpayer, if he is physically
or mentally incapable of caring for himself.”’
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Subsec. (e)(1). Pub. L. 108-311, §203(c), amended head-
ing and text of par. (1) generally. Prior to amendment,
text read as follows: ‘“‘An individual shall be treated as
maintaining a household for any period only if over
half the cost of maintaining the household for such pe-
riod is furnished by such individual (or, if such individ-
ual is married during such period, is furnished by such
individual and his spouse).”’

Subsec. (e)(5). Pub. L. 108-311, §207(2), struck out
‘“‘paragraph (2) or (4) of”’ before ‘‘section 152(e)’’ in sub-
par. (A) and substituted ‘as defined in section
152(e)(3)(A)” for ‘‘within the meaning of section
152(e)(1)” in concluding provisions.

Subsec. (e)(6)(B). Pub. L. 108-311, §207(3), substituted
“‘section 152(f)(1)” for ‘‘section 151(c)(3)" .

2002—Subsec. (d)(2)(A). Pub. L. 107-147, §418(b)(1), sub-
stituted $250” for ‘*$200*".

Subsec. (d)(2)(B). Pub. L. 107-147, §418(b)(2), sub-
stituted ‘‘$500”’ for ‘“$400”.
2001—Subsec. (a)(2). Pub. L. 107-16, §204(b), sub-

stituted ‘35 percent’ for ‘30 percent’’ and ‘‘$15,000"’ for
‘10,000,

Subsec. (¢)(1). Pub. L. 107-16, §204(a)(1), substituted
‘$3,000” for *$2,400"".

Subsec. (¢)(2). Pub. L. 107-16, §204(a)(2), substituted
‘86,000 for ‘‘$4,800"".

1996—Subsec. (e)(10). Pub. L. 104-188 added par. (10).

1988—Subsec. (b)(1)(A). Pub. L. 100-485, §703(a), sub-
stituted ‘‘age of 13" for ‘‘age of 15”".

Subsec. (¢). Pub. L. 100-485, §703(b), inserted at end:
“The amount determined under paragraph (1) or (2)
(whichever is applicable) shall be reduced by the aggre-
gate amount excludable from gross income under sec-
tion 129 for the taxable year.”’

Subsec. (e)(5)(B). Pub. L. 100-485, §703(a), substituted
‘“‘age of 13" for ‘‘age of 15

Subsec. (e)(9). Pub. L. 100-485, §703(c)(1), added par.

9.

1987—Subsec. (b)(2)(A). Pub. L. 100-203 inserted at end
““‘Such term shall not include any amount paid for serv-
ices outside the taxpayer’s household at a camp where
the qualifying individual stays overnight.”

1986—Subsecs. (b)(1)(A), (e)6)(A). Pub. L. 99-514,
§104(b)(1)(A), substituted ‘‘section 151(c)’’ for ‘‘section
151(e)”".

Subsec. (e)(6)(B). Pub. L. 99-514, §104(b)(1)(B), sub-
stituted ‘‘section 151(c)(3)”’ for ‘‘section 151(e)(3)”".

1984—Pub. L. 98-369, §471(c), renumbered section 44A
of this title as this section.

Subsec. (a)(1). Pub. L. 98-369, §474(c)(2), (3), sub-
stituted ‘‘subsection (b)(1)” for ‘‘subsection (c)(1)”’ and
“subsection (b)(2)” for ‘‘subsection (c)(2).

Subsec. (b). Pub. L. 98-369, §474(c)(1), redesignated
subsec. (¢) as (b). Former subsec. (b), which provided
that the credit allowed by subsec. (a) could not exceed
the amount of the tax imposed by this chapter for the
taxable year reduced by the sum of the credits allow-
able under sections 33, 37, 38, 40, 41, 42, and 44, was
struck out.

Subsec. (c). Pub. L. 98-369, §474(c)(1), redesignated
subsec. (d) as (¢). Former subsec. (c) redesignated (b).

Subsec. (d). Pub. L. 98-369, §474(c)(1), redesignated
subsec. (e) as (d). Former subsec. (d) redesignated (c).

Subsec. (d)(2). Pub. L. 98-369, §474(c)(4), substituted
“‘subsection (b)(1)(C)” for ‘‘subsection (¢)(1)(C)” in in-
troductory provisions.

Subsec. (d)(2)(A). Pub. L. 98-369, §474(c)(5), substituted
‘“‘subsection (c)(1)”’ for ‘‘subsection (d)(1)”.

Subsec. (d)(2)(B). Pub. L. 98-369, §474(c)(6), substituted
“‘subsection (¢)(2)”’ for ‘‘subsection (d)(2).

Subsec. (e). Pub. L. 98-369, §474(c)(1), redesignated
subsec. (f) as (e). Former subsec. (e) redesignated (d).

Subsec. (e)(5). Pub. L. 98-369, §474(c)(7), substituted
““‘subsection (b)(1)” for ‘‘subsection (c)(1)”’ in provisions
following subpar. (B).

Pub. L. 98-369, §423(c)(4), amended par. (5) generally,
substituting subpars. (A) and (B) reading:

‘“(A) paragraph (2) or (4) of section 152(e) applies to
any child with respect to any calendar year, and

‘“(B) such child is under the age of 15 or is phys-
ically or mentally incapable of caring for himself,”
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for former provisions:
‘““(A) a child (as defined in section 151(e)(3)) who is
under the age of 15 or who is physically or mentally
incapable of caring for himself receives over half of
his support during the calendar year from his parents
who are divorced or legally separated under a decree
of divorce or separate maintenance or who are sepa-
rated under a written separation agreement, and
‘(B) such child is in the custody of one or both of
his parents for more than one-half of the calendar
year.”
and substituted in concluding text ‘‘(whichever is ap-
propriate) with respect to the custodial parent (within
the meaning of section 1562(e)(1)), and shall not be treat-
ed as a qualifying individual with respect to the non-
custodial parent” for ¢, as the case may be, with re-
spect to that parent who has custody for a longer pe-
riod during such calendar year than the other parent,
and shall not be treated as being a qualifying individ-
ual with respect to such other parent.”

Subsecs. (f), (g). Pub. L. 98-369, §474(c)(1), redesig-
nated subsecs. (f) and (g) as (e) and (f), respectively.

1983—Subsec. (b)(2). Pub. L. 98-21 substituted ‘‘relat-
ing to credit for the elderly and the permanently and
totally disabled” for ‘‘relating to credit for the elder-
ly”.

1981—Subsec. (a). Pub. L. 97-34, §124(a), designated ex-
isting provisions as par. (1), substituted ‘‘the applicable
percentage’ for ‘20 percent’” in par. (1) as so des-
ignated, and added par. (2).

Subsec. (¢)(2)(B). Pub. L. 97-34, §124(c), designated ex-
isting provisions as cl. (i) and added cl. (ii).

Subsec. (¢)(2)(C), (D). Pub. L. 97-34, §124(d), added sub-
pars. (C) and (D).

Subsec. (d)(1). Pub. L. 97-34, §124(b)(1)(A), substituted
‘$2,400”* for ‘*$2,000"".

Subsec. (d)(2). Pub. L. 97-34, §124(b)(1)(B), substituted
‘4,800 for ‘“$4,000"".

Subsec. (e)(2)(A). Pub. L. 97-34, §124(b)(2)(A), sub-
stituted *“$200” for ‘‘$166’.
Subsec. (e)(2)(B). Pub. L. 97-34, §124(b)(2)(B), sub-

stituted ‘“$400” for ‘$333’.

1978—Subsec. (£)(6). Pub. L. 95-600 substituted provi-
sion disallowing a credit for any amount paid by a tax-
payer to an individual with respect to whom, for the
taxable year, a deduction under section 151(e) is allow-
able either to the taxpayer or his spouse or who is a
child of the taxpayer who has not attained the age of
19 at the close of the taxpayer year and defining ‘‘tax-
payer year’’ for provision disallowing a credit for any
amount paid by the taxpayer to an individual bearing
a relationship described in section 152(a)(1) through (8),
or a dependent described in section 152(a)(9), except
that a credit was allowed for an amount paid by a tax-
payer to an individual with respect to whom, for the
taxable year of the taxpayer in which the service was
performed, neither the taxpayer nor his spouse was en-
titled to a deduction under section 151(e), provided the
service constituted employment within the meaning of
section 3121(b).

EFFECTIVE DATE OF 2005 AMENDMENT

Pub. L. 109-135, title IV, §404(d), Dec. 21, 2005, 119 Stat.
2634, provided that: ‘“The amendments made by this
section [amending this section and sections 152 and 223
of this title] shall take effect as if included in the pro-
visions of the Working Families Tax Relief Act of 2004
[Pub. L. 108-311] to which they relate.”

EFFECTIVE DATE OF 2004 AMENDMENT

Amendment by Pub. L. 108-311 applicable to taxable
yvears beginning after Dec. 31, 2004, see section 208 of
Pub. L. 108-311, set out as a note under section 2 of this
title.

EFFECTIVE DATE OF 2002 AMENDMENT

Pub. L. 107-147, title IV, §418(c), Mar. 9, 2002, 116 Stat.
58, provided that: ‘“The amendments made by this sec-
tion [amending this section and sections 23 and 137 of
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this title] shall take effect as if included in the provi-
sions of the Economic Growth and Tax Relief Rec-
onciliation Act of 2001 [Pub. L. 107-16] to which they re-
late.”

EFFECTIVE DATE OF 2001 AMENDMENT

Pub. L. 107-16, title II, §204(c), June 7, 2001, 115 Stat.
50, provided that: ‘“The amendments made by this sec-
tion [amending this section] shall apply to taxable
years beginning after December 31, 2002.”

EFFECTIVE DATE OF 1996 AMENDMENT

Pub. L. 104-188, title I, §1615(d), Aug. 20, 1996, 110 Stat.
1853, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [amending this section and sections 151, 6109, 6213,
and 6724 of this title] shall apply with respect to re-
turns the due date for which (without regard to exten-
sions) is on or after the 30th day after the date of the
enactment of this Act [Aug. 20, 1996].

*‘(2) SPECIAL RULE FOR 1995 AND 1996.—In the case of re-
turns for taxable years beginning in 1995 or 1996, a tax-
payer shall not be required by the amendments made
by this section to provide a taxpayer identification
number for a child who is born after October 31, 1995, in
the case of a taxable year beginning in 1995 or Novem-
ber 30, 1996, in the case of a taxable year beginning in
1996.”

EFFECTIVE DATE OF 1988 AMENDMENT

Pub. L. 100-485, title VII, §703(d), Oct. 13, 1988, 102
Stat. 2427, provided that: ‘“The amendments made by
this section [amending this section and sections 129 and
6109 of this title] shall apply to taxable years beginning
after December 31, 1988.”

EFFECTIVE DATE OF 1987 AMENDMENT

Pub. L. 100203, title X, §10101(b), Dec. 22, 1987, 101
Stat. 1330-384, as amended by Pub. L. 100-647, title II,
§2004(a), Nov. 10, 1988, 102 Stat. 35698, provided that:

‘(1) IN GENERAL.—The amendment made by sub-
section (a) [amending this section] shall apply to ex-
penses paid in taxable years beginning after December
31, 1987.

‘“(2) SPECIAL RULE FOR CAFETERIA PLANS.—For pur-
poses of section 125 of the Internal Revenue Code of
1986, a plan shall not be treated as failing to be a cafe-
teria plan solely because under the plan a participant
elected before January 1, 1988, to receive reimburse-
ment under the plan for dependent care assistance for
periods after December 31, 1987, and such assistance in-
cluded reimbursement for expenses at a camp where
the dependent stays overnight.”

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-514 applicable to taxable
years beginning after Dec. 31, 1986, see section 151(a) of
Pub. L. 99-514, set out as a note under section 1 of this
title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 423(c)(4) of Pub. L. 98-369 ap-
plicable to taxable years beginning after Dec. 31, 1984,
see section 423(d) of Pub. L. 98-369, set out as a note
under section 2 of this title.

Pub. L. 98-369, title IV, §475(a), July 18, 1984, 98 Stat.
847, provided that: “‘The amendments made by this title
[probably means subtitle F (§§471-475) of title IV of
Pub. L. 98-369, which enacted sections 25, 38, and 39 of
this title, amended this section and sections 12, 15, 22 to
24, 27 to 35, 37, 39 to 41, 44A, 44C to 44H, 45 to 48, 51, 52,
55, 56, 86, 87, 103, 108, 129, 168, 196, 213, 280C, 381, 383, 401,
404, 409, 441, 527, 642, 691, 874, 882, 901, 904, 936, 1016, 1033,
1351, 1366, 1374, 1375, 1441, 1442, 1451, 3507, 6013, 6096, 6201,
6211, 6213, 6362, 6401, 6411, 6420, 6421, 6427, 6501, 6511, 7701,
7871, 9502, and 9503 of this title, repealed sections 38, 40,
44, 44B, 50A, 50B, and 53 of this title, and enacted provi-
sions set out as notes under sections 30, 33, 46, and 48
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of this title] shall apply to taxable years beginning
after December 31, 1983, and to carrybacks from such
years.”

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 98-21 applicable to taxable
years beginning after Dec. 31, 1983, except that if an in-
dividual’s annuity starting date was deferred under sec-
tion 105(d)(6) of this title as in effect on the day before
Apr. 20, 1983, such deferral shall end on the first day of
such individual’s first taxable year beginning after Dec.
31, 1983, see section 122(d) of Pub. L. 98-21, set out as a
note under section 22 of this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Pub. L. 97-34, title I, §124(f), Aug. 13, 1981, 95 Stat. 201,
provided that:

‘(1) Except as provided in paragraph (2), the amend-
ments made by this section [amending this section and
enacting section 129 of this title] shall apply to taxable
years beginning after December 31, 1981.

‘“(2) The amendments made by subsection (e)(2)
[amending sections 3121, 3306, and 3401 of this title and
section 409 of Title 42, The Public Health and Welfare]
shall apply to remuneration paid after December 31,
1981.”

EFFECTIVE DATE OF 1978 AMENDMENT

Pub. L. 95600, title I, §121(b), Nov. 6, 1978, 92 Stat.
2779, provided that: ‘“The amendment made by sub-
section (a) [amending this section] shall apply to tax-
able years beginning after December 31, 1978.”’

EFFECTIVE DATE

Section applicable to taxable years beginning after
Dec. 31, 1975, see section 508 of Pub. L. 94455, set out as
an Effective Date of 1976 Amendment note under sec-
tion 3 of this title.

PROGRAM TO INCREASE PUBLIC AWARENESS

Pub. L. 101-508, title XI, §11114, Nov. 5, 1990, 104 Stat.
1388-414, provided that: ‘“Not later than the first cal-
endar year following the date of the enactment of this
subtitle [Nov. 5, 1990], the Secretary of the Treasury, or
the Secretary’s delegate, shall establish a taxpayer
awareness program to inform the taxpaying public of
the availability of the credit for dependent care al-
lowed under section 21 of the Internal Revenue Code of
1986 and the earned income credit and child health in-
surance under section 32 of such Code. Such public
awareness program shall be designed to assure that in-
dividuals who may be eligible are informed of the avail-
ability of such credit and filing procedures. The Sec-
retary shall use appropriate means of communication
to carry out the provisions of this section.”

§22. Credit for the elderly and the permanently
and totally disabled

(a) General rule

In the case of a qualified individual, there
shall be allowed as a credit against the tax im-
posed by this chapter for the taxable year an
amount equal to 15 percent of such individual’s
section 22 amount for such taxable year.

(b) Qualified individual

For purposes of this section, the term ‘‘quali-
fied individual’’ means any individual—
(1) who has attained age 65 before the close
of the taxable year, or
(2) who retired on disability before the close
of the taxable year and who, when he retired,
was permanently and totally disabled.

(¢) Section 22 amount
For purposes of subsection (a)—
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(1) In general

An individual’s section 22 amount for the
taxable year shall be the applicable initial
amount determined under paragraph (2), re-
duced as provided in paragraph (3) and in sub-
section (d).

(2) Initial amount

(A) In general

Except as provided in subparagraph (B),
the initial amount shall be—

(i) $5,000 in the case of a single individ-
ual, or a joint return where only one
spouse is a qualified individual,

(ii) $7,500 in the case of a joint return
where both spouses are qualified individ-
uals, or

(iii) $3,750 in the case of a married indi-
vidual filing a separate return.

(B) Limitation in case of individuals who
have not attained age 65

(1) In general

In the case of a qualified individual who
has not attained age 65 before the close of
the taxable year, except as provided in
clause (ii), the initial amount shall not ex-
ceed the disability income for the taxable
year.

(ii) Special rules in case of joint return

In the case of a joint return where both
spouses are qualified individuals and at
least one spouse has not attained age 65
before the close of the taxable year—

(I) if both spouses have not attained
age 65 before the close of the taxable
year, the initial amount shall not exceed
the sum of such spouses’ disability in-
come, or

(IT) if one spouse has attained age 65
before the close of the taxable year, the
initial amount shall not exceed the sum
of $5,000 plus the disability income for
the taxable year of the spouse who has
not attained age 65 before the close of
the taxable year.

(iii) Disability income

For purposes of this subparagraph, the
term ‘‘disability income’’ means the aggre-
gate amount includable in the gross in-
come of the individual for the taxable year
under section 72 or 105(a) to the extent
such amount constitutes wages (or pay-
ments in lieu of wages) for the period dur-
ing which the individual is absent from
work on account of permanent and total
disability.

(3) Reduction
(A) In general

The reduction under this paragraph is an
amount equal to the sum of the amounts re-
ceived by the individual (or, in the case of a
joint return, by either spouse) as a pension
or annuity or as a disability benefit—

(i) which is excluded from gross income
and payable under—
(I) title II of the Social Security Act,
(IT) the Railroad Retirement Act of
1974, or
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(ITI) a law administered by the Veter-
ans’ Administration, or

(ii) which is excluded from gross income
under any provision of law not contained
in this title.

No reduction shall be made under clause

(i)(III) for any amount described in section

104(a)(4).

(B) Treatment of certain workmen’s com-
pensation benefits

For purposes of subparagraph (A), any
amount treated as a social security benefit
under section 86(d)(3) shall be treated as a
disability benefit received under title II of
the Social Security Act.

(d) Adjusted gross income limitation

If the adjusted gross income of the taxpayer
exceeds—
(1) $7,500 in the case of a single individual,
(2) $10,000 in the case of a joint return, or
(3) $5,000 in the case of a married individual
filing a separate return,

the section 22 amount shall be reduced by one-
half of the excess of the adjusted gross income
over $7,500, $10,000, or $5,000, as the case may be.

(e) Definitions and special rules
For purposes of this section—
(1) Married couple must file joint return

Except in the case of a husband and wife who
live apart at all times during the taxable year,
if the taxpayer is married at the close of the
taxable year, the credit provided by this sec-
tion shall be allowed only if the taxpayer and
his spouse file a joint return for the taxable
year.

(2) Marital status

Marital status shall be determined under
section 7703.

(3) Permanent and total disability defined

An individual is permanently and totally
disabled if he is unable to engage in any sub-
stantial gainful activity by reason of any
medically determinable physical or mental
impairment which can be expected to result in
death or which has lasted or can be expected
to last for a continuous period of not less than
12 months. An individual shall not be consid-
ered to be permanently and totally disabled
unless he furnishes proof of the existence
thereof in such form and manner, and at such
times, as the Secretary may require.

(f) Nonresident alien ineligible for credit

No credit shall be allowed under this section
to any nonresident alien.

(Aug. 16, 1954, ch. 736, 68A Stat. 15, §37; Aug. 9,
1955, ch. 659, §1, 69 Stat. 591; Jan. 28, 1956, ch. 17,
§1, 70 Stat. 8; Pub. L. 87-792, §7(a), Oct. 10, 1962,
76 Stat. 828; Pub. L. 87-876, §1, Oct. 24, 1962, 76
Stat. 1199; Pub. L. 88-272, title I, §113(a), title II,
§§201(d)(3), 202(a), Feb. 26, 1964, 78 Stat. 24, 32, 33;
Pub. L. 93-406, title II, §2002(g)(1), Sept. 2, 1974,
88 Stat. 968; Pub. L. 94-455, title V, §503(a), title
XIX, §1901(c)(1), Oct. 4, 1976, 90 Stat. 1559, 1803;
Pub. L. 95600, title VII, §§701(a)(1)—(3), 703(j)(11),
Nov. 6, 1978, 92 Stat. 2897, 2942; Pub. L. 96-222,
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title I, §107(a)(1)(E)(i), Apr. 1, 1980, 94 Stat. 222;
Pub. L. 97-34, title I, §111(b)(4), Aug. 13, 1981, 95
Stat. 194; Pub. L. 98-21, title I, §122(a), Apr. 20,
1983, 97 Stat. 85; renumbered §22 and amended
Pub. L. 98-369, div. A, title IV, §§471(c), 474(d),
July 18, 1984, 98 Stat. 826, 830; Pub. L. 99-514,
title XIII, §1301(j)(8), Oct. 22, 1986, 100 Stat. 2658.)

REFERENCES IN TEXT

The Social Security Act, referred to in subsec.
©@AD D), (B), is act Aug. 14, 1935, ch. 531, 49 Stat.
620, as amended. Title II of the Social Security Act is
classified generally to subchapter II (§401 et seq.) of
chapter 7 of Title 42, The Public Health and Welfare.
For complete classification of this Act to the Code, see
section 1305 of Title 42 and Tables.

The Railroad Retirement Act of 1974, referred to in
subsec. (¢)(3)(A)(A)(II), is act Aug. 29, 1935, ch. 812, as
amended generally by Pub. L. 93-445, title I, §101, Oct.
16, 1974, 88 Stat. 1305, which is classified generally to
subchapter IV (§231 et seq.) of chapter 9 of Title 45,
Railroads. For further details and complete classifica-
tion of this Act to the Code, see Codification note set
out preceding section 231 of Title 45, section 231t of
Title 45, and Tables.

AMENDMENTS

1986—Subsec. (e)(2). Pub. L. 99-514 substituted ‘‘sec-
tion 7703 for ‘‘section 143.

1984—Pub. L. 98-369, §471(c), renumbered section 37 of
this title as this section.

Subsec. (a). Pub. L. 98-369, §474(d)(1), substituted
“section 22 amount” for ‘‘section 37 amount’’.

Subsec. (c). Pub. L. 98-369, §474(d)(2), substituted
“Section 22 amount” for ‘“‘Section 37 amount” in head-
ing.

Subsec. (¢)(1). Pub. L. 98-369, §474(d)(1), substituted
“‘section 22 amount” for ‘‘section 37 amount’’.

Subsec. (d). Pub. L. 98-369, §474(d)(3), amended subsec.
(d) generally, striking out heading ‘‘Limitations” and
designation ‘‘(1)” before ‘‘Adjusted gross income limi-
tation” thereby making existing par. (1) the entire sub-
sec. (d), redesignating existing subpars. (A), (B), and (C)
as pars. (1), (2), and (3), respectively, and striking out
provisions, formerly comprising par. (2), which had lim-
ited the amount of the credit allowed by this section
for the taxable year to the amount of the tax imposed
by this chapter for such taxable year.

1983—Pub. L. 98-21 inserted reference to permanently
and totally disabled in section catchline.

Subsec. (a). Pub. L. 98-21 amended subsec. (a) gener-
ally, substituting reference to a qualified individual for
reference to an individual who has attained the age of
65 before the close of the taxable year.

Subsec. (b). Pub. L. 98-21 in amending section gener-
ally added subsec. (b). Former subsec. (b) redesignated
(c).

Subsec. (¢). Pub. L. 98-21 in amending section gener-
ally, redesignated former subsec. (b) as (¢) and, in (¢c) as
so redesignated, added par. (2) and struck out former
(2), which had provided that the initial amount was
$2,500 in the case of a single individual, $2,500 in the
case of a joint return where only one spouse was eligi-
ble for the credit under subsection (a), $3,750 in the case
of a joint return where both spouses were eligible for
the credit under subsection (a), or $1,875 in the case of
a married individual filing a separate return, redesig-
nated existing provisions as par. (3)(A), inserted ‘‘bene-
fit”’ after ‘‘disability’’ therein, struck out former sub-
pars. (A) to (C), which had specified sources of amounts
received under title II of the Social Security Act, under
the Railroad Retirement Act of 1935 or 1937, or other-
wise excluded from gross income, added cls. (i) and (ii),
substituted provision that no reduction would be made
under cl. (i)(III) for any amount described in section
104(a)(4) for provision that no reduction would be made
under former par. (3) for any amount excluded from
gross income under section 72 (relating to annuities),
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101 (relating to life insurance proceeds), 104 (relating to
compensation for injuries or sickness), 105 (relating to
amounts received under accident and health plans), 120
(relating to amounts received under qualified group
legal services plans), 402 (relating to taxability of bene-
ficiary of employees’ trust), 403 (relating to taxation of
employee annuities), or 405 (relating to qualified bond
purchase plans), and added subpar. (B). Former subsec.
(c) redesignated (d).

Subsec. (d). Pub. L. 98-21 in amending section gener-
ally redesignated former subsec. (¢) as (d). Former sub-
sec. (d) redesignated (e).

Subsec. (e). Pub. L. 98-21 in amending section gener-
ally, redesignated former subsec. (d) as (e) and struck
out provision that ‘‘joint return’” meant the joint re-
turn of a husband and wife made under section 6013 and
inserted provisions defining permanent and total dis-
ability. Former subsec. (e), which provided for an elec-
tion of prior law with respect to public retirement sys-
tem income, was struck out.

Subsec. (f). Pub. L. 98-21 reenacted subsec. (f) without
change.

1981—Subsec. (e)(9)(B). Pub. L. 97-34 substituted ‘“‘sec-
tion 911(d)(2)” for ‘‘section 911(b)”.

1978—Subsec. (e)(2). Pub. L. 95-600, § 701(a)(1), inserted
‘‘(and whose gross income includes income described in
paragraph (4)(B))”’ after ‘‘who has not attained age 65
before the close of the taxable year”.

Subsec. (e)(4)(B). Pub. L. 95-600, §701(a)(2), (3)(B), as
amended by Pub. L. 96-222, §107(a)(1)(E)({i), inserted
‘‘and who performed the services giving rise to the pen-
sion or annuity (or is the spouse of the individual who
performed the services)”’ after ‘‘before the close of the
taxable year’” and substituted reference to paragraph
(9)(A) for reference to paragraph (8)(A).

Subsec. (e)(5)(B). Pub. L. 95600, §701(a)(3)(C), as
amended by Pub. L. 96-222, §107(a)(1)(E)(i), substituted
reference to paragraph (9)(A) for reference to paragraph
B)(A).

Subsec. (e)(8), (9). Pub. L. 95-600, §701(a)(3)(A), as
amended by Pub. L. 96-222, §107(a)(1)(E)(i), added par.
(8) and redesignated former par. (8) as (9).

1976—Pub. L. 94-455, §503(a), among other changes,
substituted ‘““‘Credits for the elderly’ for ‘‘Retirement
income” in section catchline and in text substituted
provisions permitting taxpayers who have all types of
income to be eligible for the tax credit for provisions
permitting taxpayers who have only retirement income
to be eligible for the tax credit, eliminated provisions
requiring taxpayers to earn $600 for the previous ten
years for tax credit eligibility and provisions relating
variations in treatment of married couples, and in-
serted provisions broadening coverage of the tax credit
relief to low and middle income taxpayers.

Pub. L. 94-455, §1901(c)(1), purported to amend subsec.
(f) of this section by striking out ‘‘a Territory’’. The
amendment could not be executed in view of the prior
general amendment of this section by section 503(a) of
Pub. L. 94-455. Section 1901(c)(1) was repealed by sec-
tion 703(j)(11) of Pub. L. 95-600.

1974—Subsec. (c)(1)(BE), (F). Pub. L. 93-406 inserted ref-
erence in subpar. (E) to retirement bonds described in
section 409 and added subpar. (F).

1964—Subsec. (a). Pub. L. 88-272, §§113(a), 201(d)(3),
substituted ‘‘an amount equal to 17 percent, in the case
of a taxable year beginning in 1964, or 15 percent, in the
case of a taxable year beginning after December 31,
1964, of the amount received by such individual as re-
tirement income (as defined in subsection (c) and as
limited by subsection (d));” for ‘‘an amount equal to
the amount received by such individual as retirement
income (as defined in subsection (c) and as limited by
subsection (d)), multiplied by the rate provided in sec-
tion 1 for the first $2,000 of taxable income;”’, and
struck out ‘‘section 34 (relating to credit for dividends
received by individuals)”’, before ‘‘and section 35”.

Subsecs. (i), (j). Pub. L. 88-272, §202(a), added subsec.
(i) and redesignated former subsec. (i) as (j).

1962—Subsec. (¢)(1). Pub. L. 87-792 inserted provisions
in subpar. (A) requiring inclusion, in the case of an in-
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dividual who is, or has been, an employee within the
meaning of section 401(c)(1), distributions by a trust de-
scribed in section 401(a) which is exempt from tax
under section 501(a), and added subpar. (E).

Subsec. (d). Pub. L. 87-876 increased the limit on re-
tirement income from $1,200 to $1,524, lowered the age
requirement in par. (2)(A) from 65 to 62, and substituted
provisions in par. (2)(B) which reduce the amount of re-
tirement income for individuals who reach age 62, by
one-half the amount of earned income in excess of
$1,200 but not in excess of $1,700, and by the amount re-
ceived over $1,700, for provisions which reduced such in-
come by the amount earned over $1,200 by persons hav-
ing reached age 65, and which defined income as in sub-
sec. (g) of this section.

1956—Subsec. (d)(2). Act Jan. 28, 1956, reduced from 75
to 72 the age at which there will be no limitation on
earned income and increased from $900 to $1,200 the
amount that an individual over 65 can earn without re-
ducing the $1,200 on which the retirement credit is com-
puted.

1955—Subsec. (f). Act Aug. 9, 1955, extended the retire-
ment income tax credit to members of the Armed
Forces.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by Pub. L. 99-514 applicable to bonds is-
sued after Aug. 15, 1986, except as otherwise provided,
see sections 1311 to 1318 of Pub. L. 99-514, set out as an
Effective Date; Transitional Rules note under section
141 of this title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 474(d) of Pub. L. 98-369 appli-
cable to taxable years beginning after Dec. 31, 1983, and
to carrybacks from such years, see section 475(a) of
Pub. L. 98-369, set out as a note under section 21 of this
title.

EFFECTIVE DATE OF 1983 AMENDMENT

Pub. L. 98-21, title I, §122(d), Apr. 20, 1983, 97 Stat. 87,
as amended by Pub. L. 99-514, §2, Oct. 22, 1986, 100 Stat.
2095, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [amending sections 37 [now 22], 41 [now 24], 44A
[now 21], 46, 53, 85, 105, 128, 403, 415, 904, and 7871 of this
title] shall apply to taxable years beginning after De-
cember 31, 1983.

‘(2) TRANSITIONAL RULE.—If an individual’s annuity
starting date was deferred under section 105(d)(6) of the
Internal Revenue Code of 1986 [formerly I.R.C. 1954] (as
in effect on the day before the date of the enactment of
this section [Apr. 20, 1983]), such deferral shall end on
the first day of such individual’s first taxable year be-
ginning after December 31, 1983.”’

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97-34 applicable with respect
to taxable years beginning after Dec. 31, 1981, see sec-
tion 115 of Pub. L. 97-34, set out as a note under section
911 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Pub. L. 95-600, title VII, §701(a)(4), Nov. 6, 1978, 92
Stat. 2898, provided that:

““(A) The amendments made by paragraphs (1) and (2)
[amending this section] shall apply to taxable years be-
ginning after December 31, 1975.

‘(B) The amendments made by paragraph (3) [amend-
ing this section] shall apply to taxable years beginning
after December 31, 1977.”

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94-455 applicable with respect
to taxable years beginning after Dec. 31, 1975, see sec-
tion 508 of Pub. L. 94-455, set out as a note under sec-
tion 3 of this title.
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EFFECTIVE DATE OF 1974 AMENDMENT

Amendment by Pub. L. 93-406 effective Jan. 1, 1974,
see section 2002(1)(2) of Pub. L. 93-406, set out as an Ef-
fective Date note under section 4973 of this title.

EFFECTIVE DATE OF 1964 AMENDMENT

Amendment by section 113(a) of Pub. L. 88-272, except
for purposes of section 21 [now 15] of this title, effective
with respect to taxable years beginning after Dec. 31,
1963, see section 131 of Pub. L. 88-272, set out as a note
under section 1 of this title.

Pub. L. 88-272, title II, §201(e), Feb. 26, 1964, 78 Stat.
32, provided that: ‘“The amendments made by sub-
section (a) [amending section 34 of this title] shall
apply with respect to taxable years ending after De-
cember 31, 1963. The amendment made by subsection (b)
[repealing section 34 of this title] shall apply with re-
spect to taxable years ending after December 31, 1964.
The amendment made by subsection (¢c) [amending sec-
tion 116 of this title] shall apply with respect to taxable
years beginning after December 31, 1963. The amend-
ments made by subsection (d) [amending sections 35, 37
[now 22], 46, 116, 584, 642, 702, 854, 857, 871, 1375, and 6014
of this title] shall apply with respect to dividends re-
ceived after December 31, 1964, in taxable years ending
after such date’.

Pub. L. 88-272, title II, §202(b), Feb. 26, 1964, 78 Stat.
33, provided that: ‘“The amendments made by sub-
section (a) [amending this section] shall apply to tax-
able years beginning after December 31, 1963.”"

EFFECTIVE DATE OF 1962 AMENDMENT

Pub. L. 87-876, §2, Oct. 24, 1962, 76 Stat. 1199, provided
that: “The amendment made by the first section of this
Act [amending this section] shall apply only to taxable
yvears ending after the date of the enactment of this
Act [Oct. 24, 1962].”

Pub. L. 87-792, §8, Oct. 10, 1962, 76 Stat. 831, provided
that: “The amendments made by this Act [enacting
sections 405 and 6047 of this title and amending sections
37 [now 22], 62, 72, 101, 104, 105, 172, 401 to 404, 503, 805,
1361, 2039, 2517, 3306, 3401 and 7207 of this title] shall
apply to taxable years beginning after December 31,
1962.”

EFFECTIVE DATE OF 1956 AMENDMENT

Act Jan. 28, 1956, ch. 18, §2, 70 Stat. 9, provided that:
““The amendment made by the first section of this Act
[amending this section] shall apply only with respect to
taxable years beginning after December 31, 1955.”

EFFECTIVE DATE OF 1955 AMENDMENT

Act Aug. 9, 1955, ch. 659, §2, 69 Stat. 591, provided
that: “The amendment made by this Act [amending
this section] shall be applicable to taxable years begin-
ning after December 31, 1954.”

DETERMINATION OF RETIREMENT INCOME CREDIT UNDER
PROVISIONS AS THEY EXISTED PRIOR TO AMENDMENT
BY PUB. L. 94-455 ELECTION

Pub. L. 95-30, title IV, §403, May 23, 1977, 91 Stat. 155,
as amended by Pub. L. 99-514, §2, Oct. 22, 1986, 100 Stat.
2095, provided that: ‘“‘A taxpayer may elect (at such
time and in such manner as the Secretary of the Treas-
ury or his delegate shall prescribe) to determine the
amount of his credit under section 37 [now 22] of the In-
ternal Revenue Code of 1986 [formerly I.R.C. 1954] for
his first taxable year beginning in 1976 under the provi-
sions of such section as they existed before the amend-
ment made by section 503 of the Tax Reform Act of 1976
[Pub. L. 94-455].”

§23. Adoption expenses

(a) Allowance of credit
(1) In general

In the case of an individual, there shall be
allowed as a credit against the tax imposed by
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this chapter the amount of the qualified adop-
tion expenses paid or incurred by the tax-
payer.

(2) Year credit allowed

The credit under paragraph (1) with respect
to any expense shall be allowed—

(A) in the case of any expense paid or in-
curred before the taxable year in which such
adoption becomes final, for the taxable year
following the taxable year during which
such expense is paid or incurred, and

(B) in the case of an expense paid or in-
curred during or after the taxable year in
which such adoption becomes final, for the
taxable year in which such expense is paid or
incurred.

(3) $10,000 credit for adoption of child with
special needs regardless of expenses

In the case of an adoption of a child with
special needs which becomes final during a
taxable year, the taxpayer shall be treated as
having paid during such year qualified adop-
tion expenses with respect to such adoption in
an amount equal to the excess (if any) of
$10,000 over the aggregate qualified adoption
expenses actually paid or incurred by the tax-
payer with respect to such adoption during
such taxable year and all prior taxable years.

(b) Limitations

(1) Dollar limitation

The aggregate amount of qualified adoption
expenses which may be taken into account
under subsection (a) for all taxable years with
respect to the adoption of a child by the tax-
payer shall not exceed $10,000.

(2) Income limitation

(A) In general

The amount allowable as a credit under
subsection (a) for any taxable year (deter-
mined without regard to subsection (c)) shall
be reduced (but not below zero) by an
amount which bears the same ratio to the
amount so allowable (determined without
regard to this paragraph but with regard to
paragraph (1)) as—

(i) the amount (if any) by which the tax-
payer’s adjusted gross income exceeds
$150,000, bears to

(ii) $40,000.

(B) Determination of adjusted gross income

For purposes of subparagraph (A), adjusted
gross income shall be determined without
regard to sections 911, 931, and 933.

(3) Denial of double benefit
(A) In general

No credit shall be allowed under sub-
section (a) for any expense for which a de-
duction or credit is allowed under any other
provision of this chapter.

(B) Grants
No credit shall be allowed under sub-
section (a) for any expense to the extent
that funds for such expense are received
under any Federal, State, or local program.
(¢) Carryforwards of unused credit
(1) In general

If the credit allowable under subsection (a)
for any taxable year exceeds the limitation
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imposed by section 26(a) for such taxable year
reduced by the sum of the credits allowable
under this subpart (other than this section and
sections 256D and 1400C), such excess shall be
carried to the succeeding taxable year and
added to the credit allowable under subsection
(a) for such taxable year.

(2) Limitation

No credit may be carried forward under this
subsection to any taxable year following the
fifth taxable year after the taxable year in
which the credit arose. For purposes of the
preceding sentence, credits shall be treated as
used on a first-in first-out basis.

(d) Definitions

For purposes of this section—
(1) Qualified adoption expenses

The term ‘‘qualified adoption expenses”
means reasonable and necessary adoption fees,
court costs, attorney fees, and other ex-
penses—

(A) which are directly related to, and the
principal purpose of which is for, the legal
adoption of an eligible child by the taxpayer,

(B) which are not incurred in violation of
State or Federal law or in carrying out any
surrogate parenting arrangement,

(C) which are not expenses in connection
with the adoption by an individual of a child
who is the child of such individual’s spouse,
and

(D) which are not reimbursed under an em-
ployer program or otherwise.

(2) Eligible child

The term ‘‘eligible child’”’ means any individ-
ual who—
(A) has not attained age 18, or
(B) is physically or mentally incapable of
caring for himself.
(3) Child with special needs

The term ‘‘child with special needs’” means
any child if—

(A) a State has determined that the child
cannot or should not be returned to the
home of his parents,

(B) such State has determined that there
exists with respect to the child a specific
factor or condition (such as his ethnic back-
ground, age, or membership in a minority or
sibling group, or the presence of factors such
as medical conditions or physical, mental, or
emotional handicaps) because of which it is
reasonable to conclude that such child can-
not be placed with adoptive parents without
providing adoption assistance, and

(C) such child is a citizen or resident of the
United States (as defined in section
217(h)(3)).

(e) Special rules for foreign adoptions

In the case of an adoption of a child who is not

a citizen or resident of the United States (as de-
fined in section 217(h)(3))—

(1) subsection (a) shall not apply to any
qualified adoption expense with respect to
such adoption unless such adoption becomes
final, and

(2) any such expense which is paid or in-
curred before the taxable year in which such
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adoption becomes final shall be taken into ac-
count under this section as if such expense
were paid or incurred during such year.

(f) Filing requirements
(1) Married couples must file joint returns

Rules similar to the rules of paragraphs (2),
(3), and (4) of section 21(e) shall apply for pur-
poses of this section.

(2) Taxpayer must include TIN
(A) In general

No credit shall be allowed under this sec-
tion with respect to any eligible child unless
the taxpayer includes (if known) the name,
age, and TIN of such child on the return of
tax for the taxable year.

(B) Other methods

The Secretary may, in lieu of the informa-
tion referred to in subparagraph (A), require
other information meeting the purposes of
subparagraph (A), including identification of
an agent assisting with the adoption.

(g) Basis adjustments

For purposes of this subtitle, if a credit is al-
lowed under this section for any expenditure
with respect to any property, the increase in the
basis of such property which would (but for this
subsection) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.

(h) Adjustments for inflation

In the case of a taxable year beginning after
December 31, 2002, each of the dollar amounts in
subsection (a)(3) and paragraphs (1) and (2)(A)(d)
of subsection (b) shall be increased by an
amount equal to—

(1) such dollar amount, multiplied by

(2) the cost-of-living adjustment determined
under section 1(f)(3) for the calendar year in
which the taxable year begins, determined by
substituting ‘‘calendar year 2001 for ‘‘cal-
endar year 1992 in subparagraph (B) thereof.

If any amount as increased under the preceding
sentence is not a multiple of $10, such amount
shall be rounded to the nearest multiple of $10.

(i) Regulations

The Secretary shall prescribe such regulations
as may be appropriate to carry out this section
and section 137, including regulations which
treat unmarried individuals who pay or incur
qualified adoption expenses with respect to the
same child as 1 taxpayer for purposes of apply-
ing the dollar amounts in subsections (a)(3) and
(b)(1) of this section and in section 137(b)(1).

(Added Pub. L. 104-188, title I, §1807(a), Aug. 20,
1996, 110 Stat. 1899, §23; amended Pub. L. 105-34,
title XVI, §1601(h)(2)(A), (B), Aug. 5, 1997, 111
Stat. 1092; Pub. L. 105-206, title VI, §§6008(d)(6),
6018(f)(1), July 22, 1998, 112 Stat. 812, 823; Pub. L.
107-16, title II, §§201(b)(2)(E), 202(a)(1), (b)(1)(A),
(2)(A), (©), (D)D), (e)(D), (HH(D), (2)(A), June 7, 2001,
115 Stat. 46-49; Pub. L. 107-147, title IV,
§§411(c)(DH(A)—(E), 418(a)(1), Mar. 9, 2002, 116 Stat.
45, 57; Pub. L. 109-58, title XIII, §1335(b)(1), Aug.
8, 2005, 119 Stat. 1036; Pub. L. 109-135, title IV,
§402(1)(3)(A), (4), Dec. 21, 2005, 119 Stat. 2612, 2615;

TITLE 26—INTERNAL REVENUE CODE

§23

Pub. L. 110-343, div. B, title I, §106(e)(2)(A), Oct.
3, 2008, 122 Stat. 3817; renumbered §36C, amend-
ed, and renumbered §23, Pub. L. 111-148, title X,
§10909(a)(1), (b)(1), (2)(T), (c), Mar. 23, 2010, 124
Stat. 1021, 1022, 1023; Pub. L. 111-312, title I,
§101(b)(1), Dec. 17, 2010, 124 Stat. 3298; Pub. L.
112-240, title I, §104(c)(2)(A), Jan. 2, 2013, 126
Stat. 2321.)

INFLATION ADJUSTED ITEMS FOR CERTAIN YEARS

For inflation adjustment of certain items in
this section, see Revenue Procedures listed in a
table under section 1 of this title.

PRIOR PROVISIONS

A prior section 23, added Pub. L. 95618, title I,
§101(a), Nov. 9, 1978, 92 Stat. 3175, §44C; amended Pub.
L. 96-223, title II, §§201, 202(a)—(d), 203(a), Apr. 2, 1980, 94
Stat. 2566, 258; renumbered §23 and amended Pub. L.
98-369, div. A, title IV, §§471(c), 474(e), title VI,
§612(e)(2), July 18, 1984, 98 Stat. 826, 831, 912, related to
residential energy credit, prior to repeal by Pub. L.
101-508, title XI, §11801(a)(1), Nov. 5, 1990, 104 Stat.
1388-520.

AMENDMENTS

2013—Subsec. (b)(4). Pub. L. 112-240, §104(c)(2)(A)({1),
struck out par. (4). Prior to amendment, text read as
follows: “‘In the case of a taxable year to which section
26(a)(2) does not apply, the credit allowed under sub-
section (a) for any taxable year shall not exceed the ex-
cess of—

‘“(A) the sum of the regular tax liability (as defined

in section 26(b)) plus the tax imposed by section 55,

over

“(B) the sum of the credits allowable under this
subpart (other than this section and section 25D) and
section 27 for the taxable year.”

Subsec. (c). Pub. L. 112-240, §104(c)(2)(A)({i), (iii),
added par. (1), redesignated par. (3) as (2), and struck
out former pars. (1) and (2) which related to rule for
years in which all personal credits allowed against reg-
ular and alternative minimum tax and rule for other
years, respectively.

2010—Subsec. (a)(3). Pub. L. 111-148, §10909(a)(1)(B),
(c), as amended by Pub. L. 111-312, temporarily sub-
stituted ‘‘$13,170”" for ‘‘$10,000”’ in heading and text. See
Effective and Termination Dates of 2010 Amendment
note below.

Subsec. (b)(1). Pub. L. 111-148, §10909(a)(1)(A), (c), as
amended by Pub. L. 111-312, temporarily substituted
€“$13,170”" for ‘‘$10,000”. See Effective and Termination
Dates of 2010 Amendment note below.

Subsec. (b)(4). Pub. L. 111-148, §10909(b)(2)(I)(i), (c), as
amended by Pub. L. 111-312, temporarily struck out par.
(4). Text read as follows: ‘‘In the case of a taxable year
to which section 26(a)(2) does not apply, the credit al-
lowed under subsection (a) for any taxable year shall
not exceed the excess of—

‘“(A) the sum of the regular tax liability (as defined

in section 26(b)) plus the tax imposed by section 55,

over

‘“(B) the sum of the credits allowable under this
subpart (other than this section and section 25D) and
section 27 for the taxable year.”’
See Effective and Termination Dates of 2010 Amend-
ment note below.

Subsec. (c). Pub. L. 111-148, §10909(b)(2)(I)(ii), (c), as
amended by Pub. L. 111-312, temporarily struck out
subsec. (¢) which related to carryforwards of unused
credit. See Effective and Termination Dates of 2010
Amendment note below.

Subsec. (h). Pub. L. 111-148, §10909(a)(1)(C), (c), as
amended by Pub. L. 111-312, temporarily amended sub-
sec. (h) generally. Prior to amendment, subsec. (h) re-
lated to adjustments for inflation. See Effective and
Termination Dates of 2010 Amendment note below.

2008—Subsec. (b)(4)(B). Pub. L. 110-343 inserted ‘‘and
section 256D’ after ‘‘this section”.
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2005—Subsec. (b)(4). Pub. L. 109-135, §402(i)(3)(A)(),
substituted ‘‘In the case of a taxable year to which sec-
tion 26(a)(2) does not apply, the credit’’ for ‘“The cred-
it” in introductory provisions.

Subsec. (¢). Pub. L. 109-135, §402(i)(3)(A)(ii), reenacted
heading without change and amended text generally.
Prior to amendment, text read as follows: ‘‘If the credit
allowable under subsection (a) for any taxable year ex-
ceeds the limitation imposed by subsection (b)(4) for
such taxable year, such excess shall be carried to the
succeeding taxable year and added to the credit allow-
able under subsection (a) for such taxable year. No
credit may be carried forward under this subsection to
any taxable year following the fifth taxable year after
the taxable year in which the credit arose. For pur-
poses of the preceding sentence, credits shall be treated
as used on a first-in first-out basis.”

Pub. L. 109-58, §1335(b)(1), which directed amendment
of subsec. (¢) by substituting ‘‘this section, section 25D,
and section 1400C’’ for ‘‘this section and section 1400C’’,
was repealed by Pub. L. 109-135, §402(i)(4). See Effective
and Termination Dates of 2005 Amendment notes below.

2002—Subsec. (a)(1). Pub. L. 107-147, §411(c)(1)(A), re-
enacted heading without change and amended text of
par. (1) generally. Prior to amendment, text read as fol-
lows: “In the case of an individual, there shall be al-
lowed as a credit against the tax imposed by this chap-
ter—

‘“(A) in the case of an adoption of a child other than

a child with special needs, the amount of the quali-

fied adoption expenses paid or incurred by the tax-

payer, and
‘“(B) in the case of an adoption of a child with spe-
cial needs, $10,000.”

Subsec. (a)(2). Pub. L. 107-147, §411(c)(1)(C), struck out
concluding provisions which read as follows: ‘‘In the
case of the adoption of a child with special needs, the
credit allowed under paragraph (1) shall be allowed for
the taxable year in which the adoption becomes final.”’

Subsec. (a)(3). Pub. L. 107-147, §411(c)(1)(B), added par.
(3).
Subsec. (b)(1). Pub. L. 107-147, §411(c)(1)(D), sub-
stituted ‘‘subsection (a)’’ for ‘‘subsection (a)(1)(A).

Subsec. (h). Pub. L. 107-147, §418(a)(1), substituted
“‘subsection (a)(3)”” for ‘‘subsection (a)(1)(B)’’ in intro-
ductory provisions and inserted concluding provisions.

Subsec. (i). Pub. L. 107-147, §411(c)(1)(E), substituted
‘‘the dollar amounts in subsections (a)(3) and (b)(1)”’ for
‘“‘the dollar limitation in subsection (b)(1)"’.

2001—Subsec. (a)(1). Pub. L. 107-16, §202(a)(1), amend-
ed heading and text of par. (1) generally. Prior to
amendment, text read as follows: ‘‘In the case of an in-
dividual, there shall be allowed as a credit against the
tax imposed by this chapter the amount of the qualified
adoption expenses paid or incurred by the taxpayer.”

Subsec. (a)(2). Pub. L. 107-16, §202(c), inserted con-
cluding provisions.

Subsec. (b)(1). Pub. L. 107-16, §202(b)(1)(A), sub-
stituted ‘‘subsection (a)(1)(A)” for ‘‘subsection (a)’’ and
“$10,000”" for ‘‘$5,000”’ and struck out (86,000, in the
case of a child with special needs)’”’ before period at
end.

Subsec. (b)(2)(A)(1). Pub. L. 107-16, §202(b)(2)(A), sub-
stituted ‘$150,000” for ‘‘$75,000.

Subsec. (b)(4). Pub. L. 107-16, §202(f)(1), added par. (4).

Subsec. (¢). Pub. L. 107-16, §202(f)(2)(A), substituted
“‘subsection (b)(4)” for ‘‘section 26(a)’”’ and struck out
“reduced by the sum of the credits allowable under this
subpart (other than this section and sections 24 and
1400C)”’ before ‘‘, such excess’.

Pub. L. 107-16, §201(b)(2)(E), substituted ‘‘and sections
24 and 1400C” for ‘‘and section 1400C’.

Subsec. (d)(2). Pub. L. 107-16, §202(d)(1), amended
heading and text of par. (2) generally. Prior to amend-
ment, text read as follows: ‘“The term ‘eligible child’
means any individual—

“(A) who—

‘(1) has not attained age 18, or

‘“(ii) is physically or mentally incapable of caring
for himself, and
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‘“(B) in the case of qualified adoption expenses paid
or incurred after December 31, 2001, who is a child
with special needs.”

Subsecs. (h), (i). Pub. L. 107-16, §202(e)(1), added sub-
sec. (h) and redesignated former subsec. (h) as (i).

1998—Subsec. (b)(2)(A). Pub. L. 105-206, §6018(f)(1), in-
serted ‘‘(determined without regard to subsection (c))”’
after ‘‘for any taxable year’ in introductory provisions.

Subsec. (c). Pub. L. 105-206, §6008(d)(6), inserted ‘‘and
section 1400C’’ after ‘‘other than this section’.

1997—Subsec. (a)(2). Pub. L. 105-34, §1601(h)(2)(A),
amended heading and text of par. (2) generally. Prior to
amendment, text read as follows: ‘“The credit under
paragraph (1) with respect to any expense shall be al-
lowed—

‘“(A) for the taxable year following the taxable year
during which such expense is paid or incurred, or

‘(B) in the case of an expense which is paid or in-
curred during the taxable year in which the adoption
becomes final, for such taxable year.”

Subsec. (b)(2)(B). Pub. L. 105-34, §1601(h)(2)(B), sub-
stituted ‘‘determined without regard to sections 911,
931, and 933.” for ‘‘determined—

‘(1) without regard to sections 911, 931, and 933, and

‘“(ii) after the application of sections 86, 135, 137,
219, and 469.”

EFFECTIVE DATE OF 2013 AMENDMENT

Pub. L. 112-240, title I, §104(d), Jan. 2, 2013, 126 Stat.
2323, provided that: ‘“The amendments made by this
section [amending this section and sections 24, 25, 25A,
25B, 25D, 26, 30, 30B, 30D, 55, 904, and 1400C of this title]
shall apply to taxable years beginning after December
31, 2011.”

EFFECTIVE AND TERMINATION DATES OF 2010
AMENDMENT

Amendment by Pub. L. 111-148 terminated applicable
to taxable years beginning after Dec. 31, 2011, and sec-
tion is amended to read as if such amendment had
never been enacted, see section 10909(c) of Pub. L.
111-148, set out as a note under section 1 of this title.

Amendment by Pub. L. 111-148 applicable to taxable
years beginning after Dec. 31, 2009, see section 10909(d)
of Pub. L. 111-148, set out as a note under section 1 of
this title.

EFFECTIVE AND TERMINATION DATES OF 2008
AMENDMENT

Pub. L. 110-343, div. B, title I, §106(f), Oct. 3, 2008, 122
Stat. 3817, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and sections 24, 25B, 25D, 26, and 45 of this title]
shall apply to taxable years beginning after December
31, 2007.

‘(2) SOLAR ELECTRIC PROPERTY LIMITATION.—The
amendments made by subsection (b) [amending section
256D of this title] shall apply to taxable years beginning
after December 31, 2008.

“(3) APPLICATION OF EGTRRA SUNSET.—The amend-
ments made by subparagraphs (A) and (B) of subsection
(e)(2) [amending this section and section 24 of this title]
shall be subject to title IX of the Economic Growth and
Tax Relief Reconciliation Act of 2001 [Pub. L. 107-16,
§901, which was repealed by Pub. L. 112-240, title I,
§101(a)(1), Jan. 2, 2013, 126 Stat. 2315, was formerly set
out as an Effective and Termination Dates of 2001
Amendment note under section 1 of this title] in the
same manner as the provisions of such Act to which
such amendments relate.”

EFFECTIVE AND TERMINATION DATES OF 2005
AMENDMENT

Pub. L. 109-135, title IV, §402(i)(3)(H), Dec. 21, 2005, 119
Stat. 2615, provided that: ‘“The amendments made by
this paragraph [amending this section and sections 24,
25, 26B, 256D, 904, and 1400C of this title] (and each part
thereof) shall be subject to title IX of the Economic
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Growth and Tax Relief Reconciliation Act of 2001 [Pub.
L. 107-16, §901, which was repealed by Pub. L. 112-240,
title I, §101(a)(1), Jan. 2, 2013, 126 Stat. 2315, was for-
merly set out as an Effective and Termination Dates of
2001 Amendment note under section 1 of this title] in
the same manner as the provisions of such Act to which
such amendment (or part thereof) relates.”

Pub. L. 109-135, title IV, §402(i)(4), Dec. 21, 2005, 119
Stat. 2615, struck out Pub. L. 109-58, §1335(b)(1)—(3), and
provided in part that: ‘“The Internal Revenue Code of
1986 shall be applied and administered as if the amend-
ments made [by] such paragraphs [amending this sec-
tion and sections 25 and 1400C of this title] had never
been enacted.”

Pub. L. 109-135, title IV, §402(m), Dec. 21, 2005, 119
Stat. 2615, provided that:

‘(1) IN GENERAL.—Except as provided in paragraphs
(2) and (3), the amendments made by this section [see
Tables for classification] shall take effect as if included
in the provisions of the Energy Policy Act of 2005 [Pub.
L. 109-58] to which they relate.

‘(2) REPEAL OF PUBLIC UTILITY HOLDING COMPANY ACT
OF 1935.—The amendments made by subsection (a)
[amending sections 121, 246, 247, 1223, 1245, and 1250 of
this title and repealing sections 1081 to 1083 of this
title] shall not apply with respect to any transaction
ordered in compliance with the Public Utility Holding
Company Act of 1935 [156 U.S.C. 79 et seq.] before its re-
peal.

¢“(3) COORDINATION OF PERSONAL CREDITS.—The amend-
ments made by subsection (i)(3) [amending this section
and sections 24, 25, 256B, 25D, 904, and 1400C of this title]
shall apply to taxable years beginning after December
31, 2005.”

Pub. L. 109-58, title XIII, §1335(c), Aug. 8, 2005, 119
Stat. 1036, provided that: ‘“The amendments made by
this section [enacting section 25D of this title and
amending this section and sections 25, 1016, and 1400C of
this title] shall apply to property placed in service
after December 31, 2005, in taxable years ending after
such date.”

EFFECTIVE DATE OF 2002 AMENDMENT

Pub. L. 107-147, title IV, §411(c)(3), Mar. 9, 2002, 116
Stat. 46, provided that: “The amendments made by this
subsection [amending this section and section 137 of
this title] shall apply to taxable years beginning after
December 31, 2002; except that the amendments made
by paragraphs (1)(C), (1)(D) [amending this section], and
(2)(B) [amending section 137 of this title] shall apply to
taxable years beginning after December 31, 2001.”’

Amendment by section 418(a)(1) of Pub. L. 107-147 ef-
fective as if included in the provisions of the Economic
Growth and Tax Relief Reconciliation Act of 2001, Pub.
L. 107-16, to which such amendment relates, see section
418(c) of Pub. L. 107-147, set out as a note under section
21 of this title.

EFFECTIVE DATE OF 2001 AMENDMENT

Pub. L. 108-311, title III, §312(b)(2), Oct. 4, 2004, 118
Stat. 1181, provided that: ‘“The amendments made by
sections 201(b), 202(f), and 618(b) of the Economic
Growth and Tax Relief Reconciliation Act of 2001 [Pub.
L. 107-16, amending this section and sections 24, 25, 25B,
26, 904, and 1400C of this title] shall not apply to taxable
years beginning during 2004 or 2005.”’

Pub. L. 107-147, title VI, §601(b)(2), Mar. 9, 2002, 116
Stat. 59, provided that: “The amendments made by sec-
tions 201(b), 202(f), and 618(b) of the Economic Growth
and Tax Relief Reconciliation Act of 2001 [Pub. L.
107-16, amending this section and sections 24, 25, 25B,
26, 904, and 1400C of this title] shall not apply to taxable
years beginning during 2002 and 2003."’

Amendment by section 201(b)(2)(E) of Pub. L. 107-16
applicable to taxable years beginning after Dec. 31,
2001, see section 201(e)(2) of Pub. L. 107-16, set out as a
note under section 24 of this title.

Pub. L. 107-16, title II, §202(g), June 7, 2001, 115 Stat.
49, provided that:
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‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and sections 24, 26, 137, 904, and 1400C of this
title] shall apply to taxable years beginning after De-
cember 31, 2001.

‘“(2) SUBSECTION (a).—The amendments made by sub-
section (a) [amending this section and section 137 of
this title] shall apply to taxable years beginning after
December 31, 2002.”’

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105-206, title VI, §6018(h), July 22, 1998, 112
Stat. 823, provided that: ‘“The amendments made by
this section [amending this section and sections 219,
408, 414, and 679 of this title and amending provisions
set out as notes under sections 167 and 4091 of this title]
shall take effect as if included in the provisions of the
Small Business Job Protection Act of 1996 [Pub. L.
104-188] to which they relate.”

Amendment by section 6008(d)(6) of Pub. L. 1056-206 ef-
fective, except as otherwise provided, as if included in
the provisions of the Taxpayer Relief Act of 1997, Pub.
L. 105-34, to which such amendment relates, see section
6024 of Pub. L. 105-206, set out as a note under section
1 of this title.

EFFECTIVE DATE OF 1997 AMENDMENT

Pub. L. 105-34, title XVI, §1601(j), Aug. 5, 1997, 111
Stat. 1093, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section, sections 30A, 52, 55, 137, 401, 403, 404, 408, 414,
512, 529, 593, 641, 679, 860L, 956, 1361, 1374, 4001, 4041, 4092,
4261, 6039D, 6048, 6050R, 6501, 6693, 7701, and 9503 of this
title, section 1055 of Title 29, Labor, and provisions set
out as notes under sections 529 and 4091 of this title]
shall take effect as if included in the provisions of the
Small Business Job Protection Act of 1996 [Pub. L.
104-188] to which they relate.

¢“(2) CERTAIN ADMINISTRATIVE REQUIREMENTS WITH RE-
SPECT TO CERTAIN PENSION PLANS.—The amendment
made by subsection (d)(2)(D) [amending section 401 of
this title] shall apply to calendar years beginning after
the date of the enactment of this Act [Aug. 5, 1997].”

EFFECTIVE DATE

Pub. L. 104-188, title I, §1807(e), Aug. 20, 1996, 110 Stat.
1903, provided that: ‘“The amendments made by this
section [enacting this section and section 137 of this
title, renumbering former section 137 of this title as
section 138, and amending sections 25, 86, 135, 219, 469,
and 1016 of this title] shall apply to taxable years be-
ginning after December 31, 1996.”°

EXPENSES PAID OR INCURRED BEFORE 2002

Pub. L. 107-147, title IV, §411(c)(1)(F), Mar. 9, 2002, 116
Stat. 45, provided that: ‘‘Expenses paid or incurred dur-
ing any taxable year beginning before January 1, 2002,
may be taken into account in determining the credit
under section 23 of the Internal Revenue Code of 1986
only to the extent the aggregate of such expenses does
not exceed the applicable limitation under section
23(b)(1) of such Code as in effect on the day before the
date of the enactment of the Economic Growth and Tax
Relief Reconciliation Act of 2001 [June 7, 2001].”

TAX CREDIT AND GROSS INCOME EXCLUSION STUDY AND
REPORT

Pub. L. 104-188, title I, §1807(d), Aug. 20, 1996, 110 Stat.
1903, provided that: ‘“The Secretary of the Treasury
shall study the effect on adoptions of the tax credit and
gross income exclusion established by the amendments
made by this section [enacting this section and section
137 of this title, renumbering former section 137 of this
title as section 138, and amending sections 25, 86, 135,
219, 469, and 1016 of this title] and shall submit a report
regarding the study to the Committee on Finance of
the Senate and the Committee on Ways and Means of
the House of Representatives not later than January 1,
2000.”
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§ 24, Child tax credit
(a) Allowance of credit

There shall be allowed as a credit against the
tax imposed by this chapter for the taxable year
with respect to each qualifying child of the tax-
payer for which the taxpayer is allowed a deduc-
tion under section 151 an amount equal to $1,000.

(b) Limitations
(1) Limitation based on adjusted gross income

The amount of the credit allowable under
subsection (a) shall be reduced (but not below
zero) by $50 for each $1,000 (or fraction thereof)
by which the taxpayer’s modified adjusted
gross income exceeds the threshold amount.
For purposes of the preceding sentence, the
term ‘‘modified adjusted gross income’ means
adjusted gross income increased by any
amount excluded from gross income under sec-
tion 911, 931, or 933.

(2) Threshold amount

For purposes of paragraph (1), the term
‘““threshold amount’’ means—
(A) $110,000 in the case of a joint return,
(B) $75,000 in the case of an individual who
is not married, and
(C) $55,000 in the case of a married individ-
ual filing a separate return.

For purposes of this paragraph, marital status
shall be determined under section 7703.

(¢) Qualifying child
For purposes of this section—
(1) In general

The term ‘‘qualifying child” means a quali-
fying child of the taxpayer (as defined in sec-
tion 152(c)) who has not attained age 17.

(2) Exception for certain noncitizens

The term ‘‘qualifying child” shall not in-
clude any individual who would not be a de-
pendent if subparagraph (A) of section 152(b)(3)
were applied without regard to all that follows
“‘resident of the United States”.

(d) Portion of credit refundable
(1) In general

The aggregate credits allowed to a taxpayer
under subpart C shall be increased by the less-
er of—

(A) the credit which would be allowed
under this section without regard to this
subsection and the limitation under section
26(a) or

(B) the amount by which the aggregate
amount of credits allowed by this subpart
(determined without regard to this sub-
section) would increase if the limitation im-
posed by section 26(a) were increased by the
greater of—

(i) 15 percent of so much of the tax-
payer’s earned income (within the mean-
ing of section 32) which is taken into ac-
count in computing taxable income for the
taxable year as exceeds $3,000, or

(ii) in the case of a taxpayer with 3 or
more qualifying children, the excess (if
any) of—

(I) the taxpayer’s social security taxes
for the taxable year, over

(IT) the credit allowed under section 32
for the taxable year.

The amount of the credit allowed under this
subsection shall not be treated as a credit al-
lowed under this subpart and shall reduce the
amount of credit otherwise allowable under
subsection (a) without regard to section 26(a).
For purposes of subparagraph (B), any amount
excluded from gross income by reason of sec-
tion 112 shall be treated as earned income
which is taken into account in computing tax-
able income for the taxable year.

(2) Social security taxes
For purposes of paragraph (1)—
(A) In general

The term ‘‘social security taxes’” means,
with respect to any taxpayer for any taxable
year—

(i) the amount of the taxes imposed by
sections 3101 and 3201(a) on amounts re-
ceived by the taxpayer during the calendar
year in which the taxable year begins,

(ii) 50 percent of the taxes imposed by
section 1401 on the self-employment in-
come of the taxpayer for the taxable year,
and

(iii) 50 percent of the taxes imposed by
section 3211(a) on amounts received by the
taxpayer during the calendar year in
which the taxable year begins.

(B) Coordination with special refund of so-
cial security taxes

The term ‘‘social security taxes’ shall not
include any taxes to the extent the taxpayer
is entitled to a special refund of such taxes
under section 6413(c).

(C) Special rule

Any amounts paid pursuant to an agree-
ment under section 3121(]) (relating to agree-
ments entered into by American employers
with respect to foreign affiliates) which are
equivalent to the taxes referred to in sub-
paragraph (A)(i) shall be treated as taxes re-
ferred to in such subparagraph.

[(3), (4) Repealed. Pub. L. 114-113, div. Q, title
I, $101(b), Dec. 18, 2015, 129 Stat. 3044]

(5) Exception for taxpayers excluding foreign
earned income

Paragraph (1) shall not apply to any tax-
payer for any taxable year if such taxpayer
elects to exclude any amount from gross in-
come under section 911 for such taxable year.

(e) Identification requirements

(1) Qualifying child identification requirement

No credit shall be allowed under this section
to a taxpayer with respect to any qualifying
child unless the taxpayer includes the name
and taxpayer identification number of such
qualifying child on the return of tax for the
taxable year and such taxpayer identification
number was issued on or before the due date
for filing such return.

(2) Taxpayer identification requirement

No credit shall be allowed under this section
if the identifying number of the taxpayer was
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issued after the due date for filing the return
for the taxable year.

(f) Taxable year must be full taxable year

Except in the case of a taxable year closed by
reason of the death of the taxpayer, no credit
shall be allowable under this section in the case
of a taxable year covering a period of less than
12 months.

(g) Restrictions on taxpayers who improperly
claimed credit in prior year

(1) Taxpayers making prior fraudulent or reck-
less claims

(A) In general

No credit shall be allowed under this sec-
tion for any taxable year in the disallowance
period.

(B) Disallowance period

For purposes of subparagraph (A), the dis-
allowance period is—

(i) the period of 10 taxable years after
the most recent taxable year for which
there was a final determination that the
taxpayer’s claim of credit under this sec-
tion was due to fraud, and

(ii) the period of 2 taxable years after the
most recent taxable year for which there
was a final determination that the tax-
payer’s claim of credit under this section
was due to reckless or intentional dis-
regard of rules and regulations (but not
due to fraud).

(2) Taxpayers making improper prior claims

In the case of a taxpayer who is denied cred-
it under this section for any taxable year as a
result of the deficiency procedures under sub-
chapter B of chapter 63, no credit shall be al-
lowed under this section for any subsequent
taxable year unless the taxpayer provides such
information as the Secretary may require to
demonstrate eligibility for such credit.

(Added Pub. L. 105-34, title I, §101(a), Aug. 5,
1997, 111 Stat. 796; amended Pub. L. 105-206, title
VI, §6003(a), July 22, 1998, 112 Stat. 790; Pub. L.
105-277, div. J, title II, §2001(b), Oct. 21, 1998, 112
Stat. 2681-901; Pub. L. 106-170, title V, §501(b)(1),
Dec. 17, 1999, 113 Stat. 1919; Pub. L. 107-16, title
II, §§201(a)-(0)(2)(C), (c)D), (2), (d), 202(f)(2)(B),
title VI, §618(b)(2)(A), June 7, 2001, 115 Stat.
45-47, 49, 108; Pub. L. 107-90, title II, §204(e)(1),
Dec. 21, 2001, 115 Stat. 893; Pub. L. 107-147, title
IV, §§411(b), 417(23)(A), Mar. 9, 2002, 116 Stat. 45,
57; Pub. L. 108-27, title I, §101(a), May 28, 2003,
117 Stat. 7563; Pub. L. 108-311, title I, §§101(a),
102(a), 104(a), title II, §204, title IV, §408(b)(4),
Oct. 4, 2004, 118 Stat. 1167, 1168, 1176, 1192; Pub. L.
109-135, title IV, §4023i)(3)(B), Dec. 21, 2005, 119
Stat. 2613; Pub. L. 110-172, §11(c)(1), Dec. 29, 2007,
121 Stat. 2488; Pub. L. 110-343, div. B, title I,
§106(e)(2)(B), title II, §205(d)(1)(A), div. C, title V,
§501(a), Oct. 3, 2008, 122 Stat. 3817, 3838, 3876; Pub.
L. 110-351, title V, §501(c)(1), Oct. 7, 2008, 122
Stat. 3979; Pub. L. 111-5, div. B, title I, §§1003(a),
1004(b)(1), 1142(b)(1)(A), 1144(b)(1)(A), Feb. 17,
2009, 123 Stat. 313, 314, 330, 332; Pub. L. 111-148,
title X, §10909(b)(2)(A), (c), Mar. 23, 2010, 124
Stat. 1023; Pub. L. 111-312, title I, §§101(b)(1),
103(b), Dec. 17, 2010, 124 Stat. 3298, 3299; Pub. L.
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112-240, title I, §§103(b), 104(c)(2)(B), Jan. 2, 2013,
126 Stat. 2319, 2321; Pub. L. 113-295, div. A, title
II, §209(a), Dec. 19, 2014, 128 Stat. 4028; Pub. L.
114-27, title VIII, §807(a), June 29, 2015, 129 Stat.
418; Pub. L. 114-113, div. Q, title I, §101(a), (b),
title II, §§205(a), (b), 208(a)(1), Dec. 18, 2015, 129
Stat. 3044, 3081, 3083.)

INFLATION ADJUSTED ITEMS FOR CERTAIN YEARS

For inflation adjustment of certain items in
this section, see Revenue Procedures listed in a
table under section 1 of this title.

PRIOR PROVISIONS

A prior section 24, added Pub. L. 92-178, title VII,
§701(a), Dec. 10, 1971, 85 Stat. 560, §41; amended Pub. L.
93-625, §§11(a)—(c), (e), 12(a), Jan. 3, 1975, 88 Stat. 2119,
2120; Pub. L. 94-455, title V, §503(b)(4), title XIX,
§§1901(b)(1)(B), (H)(i), 1906(b)(13)(A), Oct. 4, 1976, 90
Stat. 1562, 1790, 1791, 1834; Pub. L. 95-600, title I, §113(c),
Nov. 6, 1978, 92 Stat. 2778; Pub. L. 97-473, title II,
§202(b)(1), Jan. 14, 1983, 96 Stat. 2609; Pub. L. 98-21, title
I, §122(c)(1), Apr. 20, 1983, 97 Stat. 87; renumbered §24
and amended Pub. L. 98-369, div. A, title IV, §§471(c),
474(f), July 18, 1984, 98 Stat. 826, 831, related to contribu-
tions to candidates for public office, prior to repeal by
Pub. L. 99-514, title I, §§112(a), 1561(a), Oct. 22, 1986, 100
Stat. 2108, 2121, applicable to taxable years beginning
after Dec. 31, 1986.

AMENDMENTS

2015—Subsec. (A)(1)(B)(@d). Pub. L. 114-113, §101(a), sub-
stituted ‘$3,000”’ for ‘‘$10,000"".

Subsec. (d)(3), (4). Pub. L. 114-113, §101(b), struck out
pars. (3) and (4) which related to inflation adjustment
and special rule for certain years, respectively.

Subsec. (d)(5). Pub. L. 114-27 added par. (5).

Subsec. (e). Pub. L. 114-113, §205(a), (b), substituted
‘“‘requirements’’ for ‘‘requirement’ in subsec. heading,
designated existing provisions as par. (1), inserted par.
heading and ‘‘and such taxpayer identification number
was issued on or before the due date for filing such re-
turn” before period at end, and added par. (2).

Subsec. (g). Pub. L. 114-113, §208(a)(1), added subsec.
(8).
2014—Subsec. (d)(4). Pub. L. 113-295 amended par. (4)
generally. The amendment was effective as if included
in the provisions of the American Recovery and Rein-
vestment Tax Act of 2009 (Pub. L. 111-5, div. B, title I)
to which the amendment related. As amended by Pub.
L. 111-5, §1003(a), par. (4) read as follows: ‘‘SPECIAL RULE
FOR 2009 AND 2010.—Notwithstanding paragraph (3), in the
case of any taxable year beginning in 2009 or 2010, the
dollar amount in effect for such taxable year under
paragraph (1)(B)(i) shall be $3,000.”” See 2009 Amendment
and Effective Date of 2014 Amendment notes below.

2013—Subsec. (b)(3). Pub. L. 112-240, §104(c)(2)(B)({1),
struck out par. (3). Prior to amendment, text read as
follows: ‘“‘In the case of a taxable year to which section
26(a)(2) does not apply, the credit allowed under sub-
section (a) for any taxable year shall not exceed the ex-
cess of—

‘“(A) the sum of the regular tax liability (as defined

in section 26(b)) plus the tax imposed by section 55,

over

‘“(B) the sum of the credits allowable under this

subpart (other than this section and sections 23,

25A(i), 26B, 25D, 30, 30B, and 30D) and section 27 for

the taxable year.”

Subsec. (d)(1). Pub. L. 112-240, §104(c)(2)(B)(ii)(II), sub-
stituted ‘‘section 26(a)’”’ for ‘‘section 26(a)(2) or sub-
section (b)(3), as the case may be’’ in concluding provi-
sions.

Subsec. (@A), (B). Pub. L. 112-240,
§104(c)(2)(B)(ii)(I), substituted ‘‘section 26(a)’’ for ‘‘sec-
tion 26(a)(2) or subsection (b)(3), as the case may be,”
in subpar. (A) and in introductory provisions in subpar.
(B).
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Subsec. (d)(4). Pub. L. 112-240, §103(b), which directed
substitution of ‘‘for certain years’ for ‘2009, 2010, 2011,
and 2012’ in heading and ‘‘after 2008 and before 2018’ for
“in 2009, 2010, 2011, or 2012 in text, could not be exe-
cuted because of the subsequent general amendment of
subsec. (d)(4) by Pub. L. 113-295, which was effective as
if included in the provisions of the American Recovery
and Reinvestment Tax Act of 2009 (Pub. L. 111-5, div. B,
title I) to which the amendment related. See 2014
Amendment note above and Effective Date of 2014
Amendment note below.

2010—Subsec. (b)(3)(B). Pub. L. 111-148, §10909(b)(2)(A),
(¢), as amended by Pub. L. 111-312, §101(b)(1), tempo-
rarily struck out ‘‘23,” before ‘‘25A(i),”. See Effective
and Termination Dates of 2010 Amendment note below.

Subsec. (d)(4). Pub. L. 111-312, §103(b), which directed
substitution of 2009, 2010, 2011, and 2012’ for ‘2009 and
2010 in heading and ‘¢, 2010, 2011, or 2012 for ‘‘or 2010
in text, could not be executed because of the subse-
quent general amendment of subsec. (d)(4) by Pub. L.
113-295, which was effective as if included in the provi-
sions of the American Recovery and Reinvestment Tax
Act of 2009 (Pub. L. 111-5, div. B, title I) to which the
amendment related. See 2014 Amendment note above
and Effective Date of 2014 Amendment note below.

2009—Subsec. (b)(3)(B). Pub. L. 111-5, §1144(b)(1)(A),
inserted ‘“30B,”” after ‘‘30,”".

Pub. L. 111-5, §1142(b)(1)(A), inserted ‘30, after
256D,
Pub. L. 111-5, §1004(b)(1), inserted ‘25A(i),” after

€23,7.

Subsec. (d)(4). Pub. L. 111-5, §1003(a), amended par. (4)
generally. Prior to amendment, text read as follows:
“Notwithstanding paragraph (3), in the case of any tax-
able year beginning in 2008, the dollar amount in effect
for such taxable year under paragraph (1)(B)(i) shall be
$8,500.”” Par. (4) was subsequently generally amended by
Pub. L. 113-295, effective as if included in the provisions
of the American Recovery and Reinvestment Tax Act
of 2009 (Pub. L. 111-5, div. B, title I) to which the
amendment related. See 2014 Amendment note above
and Effective Date of 2014 Amendment note below.

2008—Subsec. (a). Pub. L. 110-351 inserted ‘‘for which
the taxpayer is allowed a deduction under section 151"’
after ‘‘of the taxpayer”.

Subsec. (b)(3)(B). Pub. L. 110-343, §205(d)(1)(A), sub-
stituted 25D, and 30D’ for ‘‘and 25D”’.

Pub. L. 110-343, §106(e)(2)(B), substituted ¢, 256B, and
25D’ for ‘‘and 25B”’.

Subsec. (d)(4). Pub. L. 110-343, §501(a), added par. (4).

2007—Subsec. (A)(1)(B). Pub. L. 110-172, §11(c)(1)(A),
substituted ‘‘the greater of”’ for ‘‘the excess (if any) of”’
in introductory provisions.

Subsec. (A)()(B)(A1)IT). Pub. L. 110-172, §11(c)(1)(B),
substituted ‘‘section 32’ for ‘‘section’.

2005—Subsec. (b)(3). Pub. L. 109-135, §402(i)(3)(B)(i),
substituted ‘“‘In the case of a taxable year to which sec-
tion 26(a)(2) does not apply, the credit’ for ‘“The cred-
it”’ in introductory provisions.

Subsec. (d)(1). Pub. L. 109-135, §402(1)(3)(B)(ii), reen-
acted heading without change and amended text gener-
ally. Prior to amendment, text read as follows: ‘“The
aggregate credits allowed to a taxpayer under subpart
C shall be increased by the lesser of—

““(A) the credit which would be allowed under this
section without regard to this subsection and the
limitation under subsection (b)(3), or

‘“(B) the amount by which the amount of credit al-
lowed by this section (determined without regard to
this subsection) would increase if the limitation im-
posed by subsection (b)(3) were increased by the
greater of—

‘(i) 15 percent of so much of the taxpayer’s
earned income (within the meaning of section 32)
which is taken into account in computing taxable
income for the taxable year as exceeds $10,000, or

‘(ii) in the case of a taxpayer with 3 or more
qualifying children, the excess (if any) of—

‘“(I) the taxpayer’s social security taxes for the
taxable year, over
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‘“(IT) the credit allowed under section 32 for the
taxable year.
The amount of the credit allowed under this subsection
shall not be treated as a credit allowed under this sub-
part and shall reduce the amount of credit otherwise
allowable under subsection (a) without regard to sub-
section (b)(3). For purposes of subparagraph (B), any
amount excluded from gross income by reason of sec-
tion 112 shall be treated as earned income which is
taken into account in computing taxable income for
the taxable year.”

2004—Subsec. (a). Pub. L. 108-311, §101(a), reenacted
heading without change and amended text generally,
substituting provisions relating to $1,000 per year cred-
it per qualifying child for provisions relating to dif-
ferent credit amounts for calendar years 2003 through
2010 or thereafter.

Subsec. (¢)(1). Pub. L. 108-311, §204(a), reenacted head-
ing without change and amended text generally. Prior
to amendment, text read as follows: “The term ‘quali-
fying child’ means any individual if—

‘“(A) the taxpayer is allowed a deduction under sec-
tion 1561 with respect to such individual for the tax-
able year,

‘“(B) such individual has not attained the age of 17
as of the close of the calendar year in which the tax-
able year of the taxpayer begins, and

“(C) such individual bears a relationship to the tax-
payer described in section 32(c)(3)(B).”

Subsec. (c)(2). Pub. L. 108-311, §204(b), substituted
‘“‘subparagraph (A) of section 152(b)(3)”’ for ‘‘the first
sentence of section 152(b)(3)”.

Subsec. (d)(1). Pub. L. 108-311, §104(a), inserted at end
of concluding provisions ‘“‘For purposes of subparagraph
(B), any amount excluded from gross income by reason
of section 112 shall be treated as earned income which
is taken into account in computing taxable income for
the taxable year.”

Subsec. (d)(1)(B)(1). Pub. L. 108-311, §102(a), struck out
‘(10 percent in the case of taxable years beginning be-
fore January 1, 2005)’” after ‘15 percent’’.

Subsec. (d)(2)(A)(iii). Pub. L. 108-311, §408(b)(4),
amended directory language of Pub. L. 107-90. See 2001
Amendment note below.

2003—Subsec. (a)(2). Pub. L. 108-27 amended table by
deleting items relating to calendar years 2001 and 2002
and increasing per child amount from $600 to $1,000 for
calendar years 2003 or 2004.

2002—Subsec. (b)(3)(B). Pub. L. 107-147, §417(23)(A),
amended directory language of Pub. L. 107-16,
§618(b)(2)(A). See 2001 Amendment note below.

Subsec. (A)(1)(B). Pub. L. 107-147, §411(b), substituted
‘“‘aggregate amount of credits allowed by this subpart”
for ““amount of credit allowed by this section’ in intro-
ductory provisions.

2001—Subsec. (a). Pub. L. 107-16, §201(a), amended
heading and text of subsec. (a) generally. Prior to
amendment, text read as follows: ‘“There shall be al-
lowed as a credit against the tax imposed by this chap-
ter for the taxable year with respect to each qualifying
child of the taxpayer an amount equal to $500 ($400 in
the case of taxable years beginning in 1998).”

Subsec. (b). Pub. L. 107-16, §201(b)(2)(A), amended
heading generally, substituting ‘Limitations’ for
“Limitation based on adjusted gross income’.

Subsec. (b)(1). Pub. L. 107-16, §201(b)(2)(B), amended
heading generally, substituting ‘‘Limitation based on
adjusted gross income” for ‘“In general’’.

Subsec. (b)(3). Pub. L. 107-16, §201(b)(1), added par. (3).

Subsec. (b)(3)(B). Pub. L. 107-16, §618(b)(2)(A), as
amended by Pub. L. 107-147, §417(23)(A), substituted
‘“‘sections 23 and 25B’’ for ‘‘section 23”°.

Pub. L. 107-16, §202(f)(2)(B), substituted ‘‘this section
and section 23" for ‘‘this section’.

Subsec. (d). Pub. L. 107-16, §201(c)(1), amended subsec.
heading and heading and text of par. (1) generally.
Prior to amendment, text read as follows: ‘“In the case
of a taxpayer with three or more qualifying children for
any taxable year, the aggregate credits allowed under
subpart C shall be increased by the lesser of—
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‘“(A) the credit which would be allowed under this
section without regard to this subsection and the
limitation under section 26(a); or

‘(B) the amount by which the aggregate amount of
credits allowed by this subpart (without regard to
this subsection) would increase if the limitation im-
posed by section 26(a) were increased by the excess (if
any) of—

‘(i) the taxpayer’s Social Security taxes for the
taxable year, over
‘“(ii) the credit allowed under section 32 (deter-
mined without regard to subsection (n)) for the tax-
able year.
The amount of the credit allowed under this subsection
shall not be treated as a credit allowed under this sub-
part and shall reduce the amount of credit otherwise
allowable under subsection (a) without regard to sec-
tion 26(a).”

Subsec. (d)(1). Pub. L. 107-16, §201(b)(2)(C)(i), sub-
stituted ‘‘subsection (b)(3)” for ‘‘section 26(a)’”’ wher-
ever appearing in subsec. (d), as amended by Pub. L.
107-16, §201(c).

Subsec. (d)(1)(B). Pub. L. 107-16, §201(b)(2)(C)(ii), sub-
stituted ‘‘amount of credit allowed by this section’ for
‘“‘aggregate amount of credits allowed by this subpart”
in subpar. (B) as amended by Pub. L. 107-16, §201(c).

Subsec. (d)(2). Pub. L. 107-16, §201(d), redesignated
par. (3) as (2) and struck out heading and text of former
par. (2). Text read as follows: ‘‘For taxable years begin-
ning after December 31, 2001, the credit determined
under this subsection for the taxable year shall be re-
duced by the excess (if any) of—

‘“(A) the amount of tax imposed by section 55 (relat-
ing to alternative minimum tax) with respect to such
taxpayer for such taxable year, over

‘“(B) the amount of the reduction under section
32(h) with respect to such taxpayer for such taxable
year.”

Subsec. (d)(2)(A)(ii). Pub. L. 107-90, as amended by
Pub. L. 108-311, §408(b)(4), substituted ‘‘section 3211(a)”’
for ‘‘section 3211(a)(1)”.

Subsec. (d)(3). Pub. L. 107-16, §201(d)(2), redesignated
par. (4) as (3). Former par. (3) redesignated (2).

Subsec. (d)(4). Pub. L. 107-16, §201(c)(2), added par. (4).
Former par. (4) redesignated (3).

1999—Subsec. (d)(2). Pub. L. 106-170 substituted 2001
for 1998’ in introductory provisions.

1998—Subsec. (d)(1). Pub. L. 105-206, §6003(a)(1)(C),
added par. (1) and struck out heading and text of
former par. (1). Text read as follows: “In the case of a
taxpayer with 3 or more qualifying children for any
taxable year, the amount of the credit allowed under
this section shall be equal to the greater of—

“(A) the amount of the credit allowed under this
section (without regard to this subsection and after
application of the limitation under section 26), or

‘““(B) the alternative credit amount determined
under paragraph (2).”’

Subsec. (d)(2). Pub. L. 105277 substituted ‘‘For tax-
able years beginning after December 31, 1998, the cred-
it” for ““The credit’.

Pub. L. 105-206, §6003(a)(1)(C), added par. (2) and
struck out heading and text of former par. (2). Text
read as follows: ‘“For purposes of this subsection, the
alternative credit amount is the amount of the credit
which would be allowed under this section if the limita-
tion under paragraph (3) were applied in lieu of the lim-
itation under section 26.”

Subsec. (d)(3). Pub. L. 105-206, §6003(a)(1)(A), (B), (2),
redesignated par. (5) as (3), substituted ‘‘paragraph (1)
for ‘‘paragraph (3)”’ in introductory provisions, and
struck out heading and text of former par. (3). Text
read as follows: ‘“The limitation under this paragraph
for any taxable year is the limitation under section 26
(without regard to this subsection)—

‘“(A) increased by the taxpayer’s social security
taxes for such taxable year, and

“(B) reduced by the sum of—

‘(i) the credits allowed under this part other than
under subpart C or this section, and
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‘“(ii) the credit allowed under section 32 without
regard to subsection (m) thereof.”

Subsec. (d)(4). Pub. L. 105-206, §6003(a)(1)(A), struck
out heading and text of par. (4). Text read as follows:
““If the amount of the credit under paragraph (1)(B) ex-
ceeds the amount of the credit under paragraph (1)(A),
such excess shall be treated as a credit to which sub-
part C applies. The rule of section 32(h) shall apply to
such excess.”

Subsec. (d)(5). Pub. L. 105-206, §6003(a)(1)(B), redesig-
nated par. (5) as (3).

EFFECTIVE DATE OF 2015 AMENDMENT

Pub. L. 114-113, div. Q, title I, §101(c), Dec. 18, 2015, 129
Stat. 3044, provided that: ‘“The amendments made by
this section [amending this section] shall apply to tax-
able years beginning after the date of the enactment of
this Act [Dec. 18, 2015].”

Pub. L. 114-113, div. Q, title II, §205(c), Dec. 18, 2015,
129 Stat. 3081, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [amending this section] shall apply to any return
of tax, and any amendment or supplement to any re-
turn of tax, which is filed after the date of the enact-
ment of this Act [Dec. 18, 2015].

‘“(2) EXCEPTION FOR TIMELY-FILED 2015 RETURNS.—The
amendments made by this section shall not apply to
any return of tax (other than an amendment or supple-
ment to any return of tax) for any taxable year which
includes the date of the enactment of this Act if such
return is filed on or before the due date for such return
of tax.”

Pub. L. 114-113, div. Q, title II, §208(c), Dec. 18, 2015,
129 Stat. 3084, provided that: ‘“‘The amendments made
by this section [amending this section and sections 25A
and 6213 of this title] shall apply to taxable years be-
ginning after December 31, 2015.”’

Pub. L. 114-27, title VIII, §807(b), June 29, 2015, 129
Stat. 418, provided that: “The amendment made by this
section [amending this section] shall apply to taxable
years beginning after December 31, 2014.”°

EFFECTIVE DATE OF 2014 AMENDMENT

Pub. L. 113-295, div. A, title II, §209(k), Dec. 19, 2014,
128 Stat. 4031, provided that: ‘‘The amendments made
by this section [amending this section, sections 25A, 30,
30D, 35, 38, 45Q, 48, 48C, 164, 853A, and 1016 of this title,
and provisions set out as notes under sections 6428 and
6432 of this title] shall take effect as if included in the
provisions of the American Recovery and Reinvestment
Tax Act of 2009 [Pub. L. 111-5, div. B, title I] to which
they relate.”

EFFECTIVE DATE OF 2013 AMENDMENT

Pub. L. 112-240, title I, §103(e), Jan. 2, 2013, 126 Stat.
2320, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and sections 25A, 32, and 6409 of this title and
amending provisions set out as a note under section
25A of this title] shall apply to taxable years beginning
after December 31, 2012.

‘(2) RULE REGARDING DISREGARD OF REFUNDS.—The
amendment made by subsection (d) [amending section
6409 of this title] shall apply to amounts received after
December 31, 2012.”

Amendment by section 104(c)(2)(B) of Pub. L. 112-240
applicable to taxable years beginning after Dec. 31,
2011, see section 104(d) of Pub. L. 112-240, set out as a
note under section 23 of this title.

EFFECTIVE AND TERMINATION DATES OF 2010
AMENDMENT

Pub. L. 111-312, title I, §103(d), Dec. 17, 2010, 124 Stat.
3299, provided that: ‘“The amendments made by this
section [amending this section and sections 25A and 32
of this title and amending provisions set out as a note
under section 25A of this title] shall apply to taxable
years beginning after December 31, 2010.”’
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Amendment by Pub. L. 111-148 terminated applicable
to taxable years beginning after Dec. 31, 2011, and sec-
tion is amended to read as if such amendment had
never been enacted, see section 10909(c) of Pub. L.
111-148, set out as a note under section 1 of this title.

Amendment by Pub. L. 111-148 applicable to taxable
years beginning after Dec. 31, 2009, see section 10909(d)
of Pub. L. 111-148, set out as a note under section 1 of
this title.

EFFECTIVE AND TERMINATION DATES OF 2009
AMENDMENT

Pub. L. 111-5, div. B, title I, §1003(b), Feb. 17, 2009, 123
Stat. 313, provided that: ‘“The amendments made by
this section [amending this section] shall apply to tax-
able years beginning after December 31, 2008.”’

Pub. L. 111-5, div. B, title I, §1004(d), Feb. 17, 2009, 123
Stat. 315, provided that: ‘“The amendments made by
this section [amending this section, sections 25 to 25B,
26, 904, 1400C, and 6211 of this title, and section 1324 of
Title 31, Money and Finance] shall apply to taxable
years beginning after December 31, 2008.”’

Pub. L. 111-5, div. B, title I, §1004(e), Feb. 17, 2009, 123
Stat. 315, provided that: ‘““The amendment made by sub-
section (b)(1) [amending this section] shall be subject
to title IX of the Economic Growth and Tax Relief Rec-
onciliation Act of 2001 [Pub. L. 107-16, §901, which was
repealed by Pub. L. 112-240, title I, §101(a)(1), Jan. 2,
2013, 126 Stat. 2315, was formerly set out as an Effective
and Termination Dates of 2001 Amendment note under
section 1 of this title] in the same manner as the provi-
sion of such Act to which such amendment relates.”

Pub. L. 111-5, div. B, title I, §1142(c), Feb. 17, 2009, 123
Stat. 331, provided that: ‘“The amendments made by
this section [amending this section and sections 25, 25B,
26, 30, 30B, 30C, 53, 55, 904, 1016, 1400C, and 6501 of this
title] shall apply to vehicles acquired after the date of
the enactment of this Act [Feb. 17, 2009].”

Pub. L. 111-5, div. B, title I, §1142(e), Feb. 17, 2009, 123
Stat. 331, provided that: ‘““The amendment made by sub-
section (b)(1)(A) [amending this section] shall be sub-
ject to title IX of the Economic Growth and Tax Relief
Reconciliation Act of 2001 [Pub. L. 107-16, §901, which
was repealed by Pub. L. 112-240, title I, §101(a)(1), Jan.
2, 2013, 126 Stat. 2315, was formerly set out as an Effec-
tive and Termination Dates of 2001 Amendment note
under section 1 of this title] in the same manner as the
provision of such Act to which such amendment re-
lates.”

Pub. L. 111-5, div. B, title I, §1144(c), Feb. 17, 2009, 123
Stat. 333, provided that: ‘“The amendments made by
this section [amending this section and sections 25, 256B,
26, 30B, 30C, 55, 904, and 1400C of this title] shall apply
to taxable years beginning after December 31, 2008.”’

Pub. L. 111-5, div. B, title I, §1144(d), Feb. 17, 2009, 123
Stat. 333, provided that: ‘““The amendment made by sub-
section (b)(1)(A) [amending this section] shall be sub-
ject to title IX of the Economic Growth and Tax Relief
Reconciliation Act of 2001 [Pub. L. 107-16, §901, which
was repealed by Pub. L. 112-240, title I, §101(a)(1), Jan.
2, 2013, 126 Stat. 2315, was formerly set out as an Effec-
tive and Termination Dates of 2001 Amendment note
under section 1 of this title] in the same manner as the
provision of such Act to which such amendment re-
lates.”

EFFECTIVE AND TERMINATION DATES OF 2008
AMENDMENT

Pub. L. 110-351, title V, §501(d), Oct. 7, 2008, 122 Stat.
3980, provided that: ‘“The amendments made by this
section [amending this section and section 152 of this
title] shall apply to taxable years beginning after De-
cember 31, 2008.”’

Amendment by section 106(e)(2)(B) of title I of div. B
of Pub. L. 110-343 applicable to taxable years beginning
after Dec. 31, 2007, and subject to title IX of the Eco-
nomic Growth and Tax Relief Reconciliation Act of
2001, Pub. L. 107-16, §901, in the same manner as the
provisions of such Act to which such amendment re-
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lates, see section 106(f)(1), (3) of Pub. L. 110-343, set out
as a note under section 23 of this title. Title IX of Pub.
L. 107-16 was repealed by Pub. L. 112-240, title I,
§101(a)(1), Jan. 2, 2013, 126 Stat. 2315.

Pub. L. 110-343, div. B, title II, §205(e), (f), Oct. 3, 2008,
122 Stat. 3839, provided that:

‘‘(e) EFFECTIVE DATE.—The amendments made by this
section [enacting section 30D of this title and amending
this section and sections 25, 25B, 26, 30B, 38, 1016, 1400C,
and 6501 of this title] shall apply to taxable years be-
ginning after December 31, 2008.

“(f) APPLICATION OF EGTRRA SUNSET.—The amend-
ment made by subsection (d)(1)(A) [amending this sec-
tion] shall be subject to title IX of the Economic
Growth and Tax Relief Reconciliation Act of 2001 [Pub.
L. 107-16, §901, which was repealed by Pub. L. 112-240,
title I, §101(a)(1), Jan. 2, 2013, 126 Stat. 2315, was for-
merly set out as an Effective and Termination Dates of
2001 Amendment note under section 1 of this title] in
the same manner as the provision of such Act to which
such amendment relates.”

Pub. L. 110-343, div. C, title V, §501(b), Oct. 3, 2008, 122
Stat. 3876, provided that: ‘“The amendment made by
this section [amending this section] shall apply to tax-
able years beginning after December 31, 2007.”’

EFFECTIVE DATE OF 2007 AMENDMENT

Pub. L. 110-172, §11(c)(2), Dec. 29, 2007, 121 Stat. 2489,
provided that: ‘“The amendments made by this sub-
section [amending this section] shall take effect as if
included in the provisions of the Gulf Opportunity Zone
Act of 2005 [Pub. L. 109-135] to which they relate.”

EFFECTIVE AND TERMINATION DATES OF 2005
AMENDMENT

Amendment by Pub. L. 109-135 subject to title IX of
the Economic Growth and Tax Relief Reconciliation
Act of 2001, Pub. L. 107-16, §901, in the same manner as
the provisions of such Act to which such amendment
relates, see section 402(i)(3)(H) of Pub. L. 109-135, set
out as a note under section 23 of this title. Title IX of
Pub. L. 107-16 was repealed by Pub. L. 112-240, title I,
§101(a)(1), Jan. 2, 2013, 126 Stat. 2315.

Amendment by Pub. L. 109-135 effective as if included
in the provisions of the Energy Policy Act of 2005, Pub.
L. 109-58, to which it relates and applicable to taxable
years beginning after Dec. 31, 2005, see section 402(m) of
Pub. L. 109-135, set out as a note under section 23 of
this title.

EFFECTIVE AND TERMINATION DATES OF 2004
AMENDMENT

Amendment by section 101(a) of Pub. L. 108-311 appli-
cable to taxable years beginning after Dec. 31, 2003, see
section 101(e) of Pub. L. 108-311, set out as a note under
section 1 of this title.

Pub. L. 108-311, title I, §102(b), Oct. 4, 2004, 118 Stat.
1168, provided that: ‘“The amendment made by this sec-
tion [amending this section] shall apply to taxable
years beginning after December 31, 2003.”’

Pub. L. 108-311, title I, §104(c)(1), Oct. 4, 2004, 118 Stat.
1169, provided that: ‘“The amendment made by sub-
section (a) [amending this section] shall apply to tax-
able years beginning after December 31, 2003.”’

Amendment by title I of Pub. L. 108-311 subject to
title IX of the Economic Growth and Tax Relief Rec-
onciliation Act of 2001, Pub. L. 107-16, §901, to the same
extent and in the same manner as the provisions of
such Act to which such amendments relate, see section
105 of Pub. L. 108-311, set out as a note under section 1
of this title. Title IX of Pub. L. 107-16 was repealed by
Pub. L. 112-240, title I, §101(a)(1), Jan. 2, 2013, 126 Stat.
2315.

Amendment by section 204 of Pub. L. 108-311 applica-
ble to taxable years beginning after Dec. 31, 2004, see
section 208 of Pub. L. 108-311, set out as a note under
section 2 of this title.
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EFFECTIVE AND TERMINATION DATES OF 2003
AMENDMENT

Pub. L. 108-27, title I, §101(c), May 28, 2003, 117 Stat.
754, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [enacting section
6429 of this title and amending this section] shall apply
to taxable years beginning after December 31, 2002.

‘(2) SUBSECTION (b).—The amendments made by sub-
section (b) [enacting section 6429 of this title] shall
take effect on the date of the enactment of this Act
[May 28, 2003].”

Amendments by title I of Pub. L. 108-27 subject to
title IX of the Economic Growth and Tax Relief Rec-
onciliation Act of 2001, Pub. L. 107-16, §901, to the same
extent and in the same manner as the provisions of
such Act to which such amendments relate, see section
107 of Pub. L. 108-27, set out as a note under section 1
of this title. Title IX of Pub. L. 107-16 was repealed by
Pub. L. 112-240, title I, §101(a)(1), Jan. 2, 2013, 126 Stat.
2315.

EFFECTIVE DATE OF 2002 AMENDMENT

Amendment by section 411(b) of Pub. L. 107-147 effec-
tive as if included in the provisions of the Economic
Growth and Tax Relief Reconciliation Act of 2001, Pub.
L. 107-16, to which such amendment relates, see section
411(x) of Pub. L. 107-147, set out as a note under section
25B of this title.

EFFECTIVE DATE OF 2001 AMENDMENT

Amendment by sections 201(b), 202(f), and 618(b) of
Pub. L. 107-16 inapplicable to taxable years beginning
during 2004 or 2005, see section 312(b)(2) of Pub. L.
108-311, set out as a note under section 23 of this title.

Amendment by sections 201(b), 202(f), and 618(b) of
Pub. L. 107-16 inapplicable to taxable years beginning
during 2002 and 2003, see section 601(b)(2) of Pub. L.
107-147, set out as a note under section 23 of this title.

Pub. L. 107-90, title II, §204(f), Dec. 21, 2001, 115 Stat.
893, provided that: ‘“The amendments made by this sec-
tion [enacting subchapter E of chapter 22 of this title
and amending this section and sections 72, 3201, 3211,
3221, and 3231 of this title] shall apply to calendar years
beginning after December 31, 2001.”

Pub. L. 107-16, title II, §201(e), June 7, 2001, 115 Stat.
47, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and sections 23, 25, 26, 32, 904, and 1400C of this
title] shall apply to taxable years beginning after De-
cember 31, 2000.

‘(2) SUBSECTION (b).—The amendments made by sub-
section (b) [amending this section and sections 23, 25,
26, 904, and 1400C of this title] shall apply to taxable
years beginning after December 31, 2001.”’

Amendment by section 202(f)(2)(B) of Pub. L. 107-16
applicable to taxable years beginning after Dec. 31,
2001, see section 202(g)(1) of Pub. L. 107-16, set out as a
note under section 23 of this title.

Pub. L. 107-16, title VI, §618(d), June 7, 2001, 115 Stat.
108, provided that: ‘“The amendments made by this sec-
tion [enacting section 25B of this title and amending
this section and sections 25, 25B, 26, 904, and 1400C of
this title] shall apply to taxable years beginning after
December 31, 2001.”’

EFFECTIVE DATE OF 1999 AMENDMENT

Pub. L. 106-170, title V, §501(c), Dec. 17, 1999, 113 Stat.
1919, provided that: ‘“The amendments made by this
section [amending this section and sections 26 and 904
of this title] shall apply to taxable years beginning
after December 31, 1998.”’

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105-277, div. J, title II, §2001(c), Oct. 21, 1998,
112 Stat. 2681-901, provided that: ‘“The amendments
made by this section [amending this section and sec-
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tion 26 of this title] shall apply to taxable years begin-
ning after December 31, 1997.”

Amendment by Pub. L. 105-206 effective, except as
otherwise provided, as if included in the provisions of
the Taxpayer Relief Act of 1997, Pub. L. 105-34, to which
such amendment relates, see section 6024 of Pub. L.
105-206, set out as a note under section 1 of this title.

EFFECTIVE DATE

Pub. L. 105-34, title I, §101(e), Aug. 5, 1997, 111 Stat.
799, provided that: “The amendments made by this sec-
tion [enacting this section and amending sections 32,
501, and 6213 of this title and section 1324 of Title 31,
Money and Finance] shall apply to taxable years begin-
ning after December 31, 1997.”

REFUNDS DISREGARDED IN ADMINISTRATION OF
FEDERAL AND FEDERALLY ASSISTED PROGRAMS

Pub. L. 107-16, title II, §203, June 7, 2001, 115 Stat. 49,
provided that: ‘‘Any payment considered to have been
made to any individual by reason of section 24 of the
Internal Revenue Code of 1986, as amended by section
201, shall not be taken into account as income and shall
not be taken into account as resources for the month
of receipt and the following month, for purposes of de-
termining the eligibility of such individual or any
other individual for benefits or assistance, or the
amount or extent of benefits or assistance, under any
Federal program or under any State or local program
financed in whole or in part with Federal funds.”

§ 25. Interest on certain home mortgages

(a) Allowance of credit
(1) In general

There shall be allowed as a credit against
the tax imposed by this chapter for the tax-
able year an amount equal to the product of—

(A) the certificate credit rate, and
(B) the interest paid or accrued by the tax-
payer during the taxable year on the re-
maining principal of the certified indebted-
ness amount.
(2) Limitation where credit rate exceeds 20
percent

(A) In general

If the certificate credit rate exceeds 20 per-
cent, the amount of the credit allowed to the
taxpayer under paragraph (1) for any taxable
year shall not exceed $2,000.

(B) Special rule where 2 or more persons
hold interests in residence

If 2 or more persons hold interests in any
residence, the limitation of subparagraph
(A) shall be allocated among such persons in
proportion to their respective interests in
the residence.

(b) Certificate credit rate; certified indebtedness
amount

For purposes of this section—
(1) Certificate credit rate

The term ‘‘certificate credit rate’” means the
rate of the credit allowable by this section
which is specified in the mortgage credit cer-
tificate.

(2) Certified indebtedness amount

The term ‘‘certified indebtedness amount”
means the amount of indebtedness which is—
(A) incurred by the taxpayer—
(i) to acquire the principal residence of
the taxpayer,
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(ii) as a qualified home improvement
loan (as defined in section 143(k)(4)) with
respect to such residence, or

(iii) as a qualified rehabilitation loan (as
defined in section 143(k)(b)) with respect to
such residence, and

(B) specified in the mortgage credit certifi-
cate.

(c) Mortgage credit certificate; qualified mort-

gage credit certificate program

For purposes of this section—

(1) Mortgage credit certificate
The term ‘mortgage credit certificate”

means any certificate which—

(A) is issued under a qualified mortgage
credit certificate program by the State or
political subdivision having the authority to
issue a qualified mortgage bond to provide
financing on the principal residence of the
taxpayer,

(B) is issued to the taxpayer in connection
with the acquisition, qualified rehabilita-
tion, or qualified home improvement of the
taxpayer’s principal residence,

(C) specifies—

(i) the certificate credit rate, and
(ii) the certified indebtedness amount,
and

(D) is in such form as the Secretary may
prescribe.

(2) Qualified mortgage credit certificate pro-
gram
(A) In general

The term ‘‘qualified mortgage credit cer-
tificate program’ means any program—

(i) which is established by a State or po-
litical subdivision thereof for any calendar
year for which it is authorized to issue
qualified mortgage bonds,

(ii) under which the issuing authority
elects (in such manner and form as the
Secretary may prescribe) not to issue an
amount of private activity bonds which it
may otherwise issue during such calendar
year under section 146,

(iii) under which the indebtedness cer-
tified by mortgage credit -certificates
meets the requirements of the following
subsections of section 143 (as modified by
subparagraph (B) of this paragraph):

(I) subsection (c) (relating to residence
requirements),

(IT) subsection (d) (relating to 3-year
requirement),

(IIT) subsection (e) (relating to pur-
chase price requirement),

(IV) subsection (f) (relating to income
requirements),

(V) subsection (h) (relating to portion
of loans required to be placed in targeted
areas), and

(VI) paragraph (1) of subsection (i) (re-
lating to other requirements),

(iv) under which no mortgage credit cer-
tificate may be issued with respect to any
residence any of the financing of which is
provided from the proceeds of a qualified

mortgage bond or a qualified veterans’
mortgage bond,

(v) except to the extent provided in regu-
lations, which is not limited to indebted-
ness incurred from particular lenders,

(vi) except to the extent provided in reg-
ulations, which provides that a mortgage
credit certificate is not transferrable, and

(vii) if the issuing authority allocates a
block of mortgage credit certificates for
use in connection with a particular devel-
opment, which requires the developer to
furnish to the issuing authority and the
homebuyer a certificate that the price for
the residence is no higher than it would be
without the use of a mortgage credit cer-
tificate.

Under regulations, rules similar to the rules
of subparagraphs (B) and (C) of section
143(a)(2) shall apply to the requirements of
this subparagraph.

(B) Modifications of section 143

Under regulations prescribed by the Sec-
retary, in applying section 143 for purposes
of subclauses (II), (IV), and (V) of subpara-
graph (A)({ii)—

(i) each qualified mortgage certificate
credit program shall be treated as a sepa-
rate issue,

(ii) the product determined by multiply-
ing—

(I) the certified indebtedness amount
of each mortgage credit certificate is-
sued under such program, by

(IT) the certificate credit rate specified
in such certificate,

shall be treated as proceeds of such issue
and the sum of such products shall be
treated as the total proceeds of such issue,
and

(iii) paragraph (1) of section 143(d) shall
be applied by substituting ‘100 percent’
for ‘95 percent or more’’.

Clause (iii) shall not apply if the issuing au-
thority submits a plan to the Secretary for
administering the 95-percent requirement of
section 143(d)(1) and the Secretary is sat-
isfied that such requirement will be met
under such plan.

(d) Determination of certificate credit rate

For purposes of this section—
(1) In general

The certificate credit rate specified in any
mortgage credit certificate shall not be less
than 10 percent or more than 50 percent.

(2) Aggregate limit on certificate credit rates

(A) In general

In the case of each qualified mortgage
credit certificate program, the sum of the
products determined by multiplying—

(i) the certified indebtedness amount of
each mortgage credit certificate issued
under such program, by

(ii) the certificate credit rate with re-
spect to such certificate,

shall not exceed 25 percent of the nonissued
bond amount.
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(B) Nonissued bond amount

For purposes of subparagraph (A), the term
“nonissued bond amount’” means, with re-
spect to any qualified mortgage credit cer-
tificate program, the amount of qualified
mortgage bonds which the issuing authority
is otherwise authorized to issue and elects
not to issue under subsection (¢)(2)(A)(1).

(e) Special rules and definitions

For purposes of this section—

(1) Carryforward of unused credit
(A) In general

If the credit allowable under subsection (a)
for any taxable year exceeds the applicable
tax limit for such taxable year, such excess
shall be a carryover to each of the 3 succeed-
ing taxable years and, subject to the limita-
tions of subparagraph (B), shall be added to
the credit allowable by subsection (a) for
such succeeding taxable year.

(B) Limitation

The amount of the unused credit which
may be taken into account under subpara-
graph (A) for any taxable year shall not ex-
ceed the amount (if any) by which the appli-
cable tax limit for such taxable year exceeds
the sum of—

(i) the credit allowable under subsection

(a) for such taxable year determined with-

out regard to this paragraph, and

(ii) the amounts which, by reason of this
paragraph, are carried to such taxable year
and are attributable to taxable years be-
fore the unused credit year.

(C) Applicable tax limit

For purposes of this paragraph, the term
‘“‘applicable tax limit’’ means the limitation
imposed by section 26(a) for the taxable year
reduced by the sum of the credits allowable
under this subpart (other than this section
and sections 23, 256D, and 1400C).

(2) Indebtedness not treated as certified where
certain requirements not in fact met

Subsection (a) shall not apply to any indebt-
edness if all the requirements of subsection
(©)(1), (d), (e), (f), and (i) of section 143 and
clauses (iv), (v), and (vii) of subsection
(¢)(2)(A), were not in fact met with respect to
such indebtedness. Except to the extent pro-
vided in regulations, the requirements de-
scribed in the preceding sentence shall be
treated as met if there is a certification, under
penalty of perjury, that such requirements are
met.

(3) Period for which certificate in effect
(A) In general

Except as provided in subparagraph (B), a
mortgage credit certificate shall be treated
as in effect with respect to interest attrib-
utable to the period—

(i) beginning on the date such certificate
is issued, and
(ii) ending on the earlier of the date on
which—
(I) the certificate is revoked by the is-
suing authority, or
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(IT) the residence to which such certifi-
cate relates ceases to be the principal
residence of the individual to whom the
certificate relates.

(B) Certificate invalid unless indebtedness
incurred within certain period

A certificate shall not apply to any indebt-
edness which is incurred after the close of
the second calendar year following the cal-
endar year for which the issuing authority
made the applicable election under sub-
section (¢)(2)(A)(i).

(C) Notice to Secretary when certificate re-
voked

Any issuing authority which revokes any
mortgage credit certificate shall notify the
Secretary of such revocation at such time
and in such manner as the Secretary shall
prescribe by regulations.

(4) Reissuance of mortgage credit certificates

The Secretary may prescribe regulations
which allow the administrator of a mortgage
credit certificate program to reissue a mort-
gage credit certificate specifying a certified
mortgage indebtedness that replaces the out-
standing balance of the certified mortgage in-
debtedness specified on the original certificate
to any taxpayer to whom the original certifi-
cate was issued, under such terms and condi-
tions as the Secretary determines are nec-
essary to ensure that the amount of the credit
allowable under subsection (a) with respect to
such reissued certificate is equal to or less
than the amount of credit which would be al-
lowable under subsection (a) with respect to
the original certificate for any taxable year
ending after such reissuance.

(5) Public notice that certificates will be issued

At least 90 days before any mortgage credit
certificate is to be issued after a qualified
mortgage credit certificate program, the issu-
ing authority shall provide reasonable public
notice of—

(A) the eligibility requirements for such
certificate,
(B) the methods by which such certificates
are to be issued, and
(C) such other information as the Sec-
retary may require.
(6) Interest paid or accrued to related persons

No credit shall be allowed under subsection
(a) for any interest paid or accrued to a person
who is a related person to the taxpayer (within
the meaning of section 144(a)(3)(A)).

(7) Principal residence

The term ‘‘principal residence’ has the same
meaning as when used in section 121.
(8) Qualified rehabilitation and home improve-
ment
(A) Qualified rehabilitation

The term ‘‘qualified rehabilitation” has
the meaning given such term by section
143(k)(5)(B).

(B) Qualified home improvement

The term ‘‘qualified home improvement’’
means an alteration, repair, or improvement
described in section 143(k)(4).



§25

(9) Qualified mortgage bond

The term ‘‘qualified mortgage bond’ has the
meaning given such term by section 143(a)(1).
(10) Manufactured housing

For purposes of this section, the term ‘‘sin-
gle family residence’ includes any manufac-
tured home which has a minimum of 400
square feet of living space and a minimum
width in excess of 102 inches and which is of a
kind customarily used at a fixed location.
Nothing in the preceding sentence shall be
construed as providing that such a home will
be taken into account in making determina-
tions under section 143.

(f) Reduction in aggregate amount of qualified
mortgage bonds which may be issued where
certain requirements not met

(1) In general

If for any calendar year any mortgage credit
certificate program which satisfies procedural
requirements with respect to volume limita-
tions prescribed by the Secretary fails to meet
the requirements of paragraph (2) of sub-
section (d), such requirements shall be treated
as satisfied with respect to any certified in-
debtedness of such program, but the applicable
State ceiling under subsection (d) of section
146 for the State in which such program oper-
ates shall be reduced by 1.25 times the correc-
tion amount with respect to such failure. Such
reduction shall be applied to such State ceil-
ing for the calendar year following the cal-
endar year in which the Secretary determines
the correction amount with respect to such
failure.

(2) Correction amount

(A) In general

For purposes of paragraph (1), the term
“‘correction amount” means an amount
equal to the excess credit amount divided by
0.25.

(B) Excess credit amount

(i) In general

For purposes of subparagraph (A)(ii), the
term ‘‘excess credit amount” means the
excess of—

(I) the credit amount for any mortgage
credit certificate program, over

(IT) the amount which would have been
the credit amount for such program had
such program met the requirements of

paragraph (2) of subsection (d).

(ii) Credit amount

For purposes of clause (i), the term
“‘credit amount’” means the sum of the
products determined under clauses (i) and
(ii) of subsection (d)(2)(A).

(3) Special rule for States having constitutional
home rule cities

In the case of a State having one or more
constitutional home rule cities (within the
meaning of section 146(d)(3)(C)), the reduction
in the State ceiling by reason of paragraph (1)
shall be allocated to the constitutional home
rule city, or to the portion of the State not
within such city, whichever caused the reduc-
tion.
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(4) Exception where certification program

The provisions of this subsection shall not
apply in any case in which there is a certifi-
cation program which is designed to ensure
that the requirements of this section are met
and which meets such requirements as the
Secretary may by regulations prescribe.

(5) Waiver

The Secretary may waive the application of
paragraph (1) in any case in which he deter-
mines that the failure is due to reasonable
cause.

(g) Reporting requirements

Each person who makes a loan which is a cer-
tified indebtedness amount under any mortgage
credit certificate shall file a report with the
Secretary containing—

(1) the name, address, and social security ac-
count number of the individual to which the
certificate was issued,

(2) the certificate’s issuer, date of issue, cer-
tified indebtedness amount, and certificate
credit rate, and

(3) such other information as the Secretary
may require by regulations.

Each person who issues a mortgage credit cer-
tificate shall file a report showing such informa-
tion as the Secretary shall by regulations pre-
scribe. Any such report shall be filed at such
time and in such manner as the Secretary may
require by regulations.

(h) Regulations; contracts
(1) Regulations

The Secretary shall prescribe such regula-
tions as may be necessary to carry out the
purposes of this section, including regulations
which may require recipients of mortgage
credit certificates to pay a reasonable process-
ing fee to defray the expenses incurred in ad-
ministering the program.

(2) Contracts

The Secretary is authorized to enter into
contracts with any person to provide services
in connection with the administration of this
section.

(i) Recapture of portion of Federal subsidy from
use of mortgage credit certificates

For provisions increasing the tax imposed by this
chapter to recapture a portion of the Federal sub-
sidy from the use of mortgage credit certificates, see
section 143(m).

(Added Pub. L. 98-369, div. A, title VI, §612(a),
July 18, 1984, 98 Stat. 905; amended Pub. L.
99-514, title XIII, §1301(f), title XVIII,
§§1862(a)-(d)(1), 1899A(1), Oct. 22, 1986, 100 Stat.
2655, 2883, 2884, 2958; Pub. L. 100-647, title I,
§1013(a)(25), (26), title IV, §4005(a)(2), (g)(7), Nov.
10, 1988, 102 Stat. 3543, 3645, 3651; Pub. L. 101-239,
title VII, §7104(b), Dec. 19, 1989, 103 Stat. 2305;
Pub. L. 101-508, title XI, §11408(b), Nov. 5, 1990,
104 Stat. 1388-477; Pub. L. 102-227, title I, §108(b),
Dec. 11, 1991, 105 Stat. 1688; Pub. L. 103-66, title
XIII, §13141(b), Aug. 10, 1993, 107 Stat. 436; Pub.
L. 104-188, title I, §1807(c)(1), Aug. 20, 1996, 110
Stat. 1902; Pub. L. 105-34, title III, §312(d)(1),
Aug. 5, 1997, 111 Stat. 839; Pub. L. 105-206, title
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VI, §6008(d)(7), July 22, 1998, 112 Stat. 812; Pub. L.
107-16,  title II, §201(b)(2)(F), title VI,
§618(b)(2)(B), June 7, 2001, 115 Stat. 46, 108; Pub.
L. 109-58, title XIII, §1335(b)(2), Aug. 8, 2005, 119
Stat. 1036; Pub. L. 109-135, title IV, §402@)(3)(C),
(4), Dec. 21, 2005, 119 Stat. 2613, 2615; Pub. L.
110-343, div. B, title II, §205(d)(1)(B), Oct. 3, 2008,
122 Stat. 3838; Pub. L. 111-5, div. B, title I,
§§1004(b)(2), 1142(b)(1)(B), 1144(b)(1)(B), Feb. 17,
2009, 123 Stat. 314, 330, 332; Pub. L. 111-148, title
X, §10909(b)(2)(B), (¢), Mar. 23, 2010, 124 Stat. 1023;
Pub. L. 111-312, title I, §101(b)(1), Dec. 17, 2010,
124 Stat. 3298; Pub. L. 112-240, title I,
§104(c)(2)(C), Jan. 2, 2013, 126 Stat. 2322.)

PRIOR PROVISIONS

A prior section 25 was renumbered section 26 of this
title.

AMENDMENTS

2013—Subsec. (e)(1)(C). Pub. L. 112-240 amended sub-
par. (C) generally. Prior to amendment, text read as
follows: ‘‘For purposes of this paragraph, the term ‘ap-
plicable tax limit’ means—
‘(i) in the case of a taxable year to which section
26(a)(2) applies, the limitation imposed by section
26(a)(2) for the taxable year reduced by the sum of the
credits allowable under this subpart (other than this
section and sections 23, 25D, and 1400C), and
‘‘(ii) in the case of a taxable year to which section
26(a)(2) does not apply, the limitation imposed by sec-
tion 26(a)(1) for the taxable year reduced by the sum
of the credits allowable under this subpart (other
than this section and sections 23, 24, 25A(i), 25B, 25D,
30, 30B, 30D, and 1400C).”
2010—Subsec. (e)(1)(C). Pub. L. 111-148, §10909(b)(2)(B),
(c), as amended by Pub. L. 111-312, temporarily struck
out ““23,”” after ‘“‘and sections’ in cls. (i) and (ii). See Ef-
fective and Termination Dates of 2010 Amendment note
below.

2009—Subsec. (e)(1)(C)(ii). Pub. L. 111-5, §1144(b)(1)(B),
inserted ‘‘30B,”" after ‘‘30,”".

Pub. L. 111-5, §1142(b)(1)(B), inserted ‘30, after
¢26D,”".
Pub. L. 111-5, §1004(b)(2), inserted ‘25A(i),” after
4,7,
2008—Subsec. (e)(1)(C)(ii). Pub. L. 110-343 inserted

¢30D,”” after ‘“25D,”.

2005—Subsec. (e)(1)(C). Pub. L. 109-135, §402(i)(3)(C),
reenacted heading without change and amended text
generally. Prior to amendment, text read as follows:
“For purposes of this paragraph, the term ‘applicable
tax limit’ means the limitation imposed by section
26(a) for the taxable year reduced by the sum of the
credits allowable under this subpart (other than this
section and sections 23, 24, 25B, and 1400C).”’

Pub. L. 109-58, §1335(b)(2), which directed amendment
of subpar. (C) by substituting ‘‘other than this section,
section 23, section 25D, and section 1400C”’ for ‘‘this sec-
tion and sections 23 and 1400C”’, was repealed by Pub. L.
109-135, §402(i)(4). See Effective and Termination Dates
of 2006 Amendments notes below.

2001—Subsec. (e)(1)(C). Pub. L. 107-16, §618(b)(2)(B), in-
serted ‘‘26B,”" after ‘‘24,”.

Pub. L. 107-16, §201(b)(2)(F),
‘“‘sections 23”.

1998—Subsec. (e)(1)(C). Pub. L. 105206 substituted
‘“‘sections 23 and 1400C”’ for ‘‘section 23”".

1997—Subsec. (e)(7). Pub. L. 105-34 substituted ‘‘sec-
tion 121 for ‘‘section 1034.

1996—Subsec. (e)(1)(C). Pub. L. 104-188 inserted ‘‘and
section 23"’ after ‘‘other than this section”.

1993—Subsecs. (h) to (j). Pub. L. 103-66 redesignated
subsecs. (i) and (j) as (h) and (i), respectively, and
struck out heading and text of former subsec. (h). Text
read as follows: ‘“No election may be made under sub-
section (¢)(2)(A)(ii) for any period after June 30, 1992.”’

1991—Subsec. (h). Pub. L. 102227 substituted ‘‘June
30, 1992” for ‘‘December 31, 1991,

inserted ‘¢, 24, after
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1990—Subsec. (h). Pub. L. 101-508 substituted ‘‘Decem-
ber 31, 1991 for ‘‘September 30, 1990°°.

1989—Subsec. (h). Pub. L. 101-239 substituted ‘‘for any
period after September 30, 1990’ for ‘‘for any calendar
year after 1989,

1988—Subsec. (¢)(2)(A)(i). Pub. L. 100-647, §1013(a)(25),
amended Pub. L. 99-514, §1301(f)(2)(C)(ii), see 1986
Amendment note below.

Subsec. (h). Pub. L. 100-647, §4005(a)(2), substituted
‘1989 for ‘“1988”".

Pub. L. 100-647, §1013(a)(26), substituted ‘1988 for
1987,

Subsec. (j). Pub. L. 100-647, §4005(g)(7), added subsec.

@.

1986—Subsec. (a)(1)(B). Pub. L. 99-514, §1862(d)(1), sub-
stituted “paid or accrued” for ‘‘paid or incurred”’.

Subsec. (b)(2)(A)(i1). Pub. L. 99-514, §1301(f)(2)(A), sub-
stituted ‘‘section 143(k)(4)”’ for ‘‘section 103A(I)(6)".

Subsec. (b)(2)(A){ii). Pub. L. 99-514, §1301(f)(2)(B),
substituted ‘‘section 143(k)(5)” for ‘‘section 103A(1)(7)”.

Subsec. (¢)(2)(A). Pub. L. 99-514, §1301(f)(2)(E), sub-
stituted ‘‘section 143(a)(2)” for ‘‘section 103A(c)(2)” in
provision following cl. (vii).

Pub. L. 99-514, §1862(b), inserted ‘‘Under regulations,
rules similar to the rules of subparagraphs (B) and (C)
of section 103A(c)(2) shall apply to the requirements of
this subparagraph.”

Subsec. (¢)(2)(A)@{i). Pub. L. 99-514, §1301(f)(2)(C)(ii),
as amended by Pub. L. 100-647, §1013(a)(25), substituted
“‘private activity bonds which it may otherwise issue
during such calendar year under section 146 for
‘“‘qualified mortgage bonds which it may otherwise
issue during such calendar year under section 103A°".

Subsec. (¢)(2)(A)@ii). Pub. L. 99-514, §1301(£)(2)(C)(1),
substituted ‘‘section 143" for ‘‘section 103A’ in intro-
ductory provisions, added subcls. (I) to (VI), and struck
out former subcls. (I) to (V) which read as follows:

‘“(I) subsection (d) (relating to residence require-
ments),

‘“(IT) subsection (e) (relating to 3-year requirement),

‘“(IIT) subsection (f) (relating to purchase price re-
quirement),

“(IV) subsection (h) (relating to portion of loans re-
quired to be placed in targeted areas), and

(V) subsection (j), other than paragraph (2) thereof
(relating to other requirements),”.

Subsec. (¢)(2)(A)({ii)(V). Pub. L. 99-514, §1862(a), sub-
stituted ‘‘subsection (j), other than paragraph (2) there-
of”” for “‘paragraph (1) of subsection (j)”.

Subsec. (¢)(2)(B). Pub. L. 99-514, §1301(H)(2)(C)(1), sub-
stituted in heading and introductory provisions ‘‘sec-
tion 143 for ‘‘section 103A’".

Pub. L. 99-514, §1301(f)(2)(F'), inserted in introductory
provisions reference to subcl. (V), added cl. (iii) and
closing provisions, and struck out former cl. (iii) and
closing provisions which read as follows:

‘‘(iii) paragraph (1) of section 103A(e) shall be ap-
plied by substituting ‘100 percent’ for ‘90 percent or
more’.

Clause (iii) shall not apply if the issuing authority sub-
mits a plan to the Secretary for administering the 90-
percent requirement of section 103A(e)(1) and the Sec-
retary is satisfied that such requirement will be met
under such plan.”

Subsec. (d)(2)(A). Pub. L. 99-514, §1301(f)(1)(A), sub-
stituted ‘25 percent” for ‘20 percent” in concluding
provisions.

Subsec. (A)(3). Pub. L. 99-514, §1301(£)(2)(G), struck out
par. (3) ‘“‘Additional limit in certain cases’ which read
as follows: ‘‘In the case of a qualified mortgage credit
certificate program in a State which—

“(A) has a State ceiling (as defined in section
103A(g)(4)) for the year an election is made that ex-
ceeds 20 percent of the average annual aggregate
principal amount of mortgages executed during the
immediately preceding 3 calendar years for single
family owner-occupied residences located within the
jurisdiction of such State, or

“(B) issued qualified mortgage bonds in an aggre-
gate amount less than $150,000,000 for calendar year
1983,
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the certificate credit rate for any mortgage credit cer-
tificate shall not exceed 20 percent unless the issuing
authority submits a plan to the Secretary to ensure
that the weighted average of the certificate credit
rates in such mortgage credit certificate program does
not exceed 20 percent and the Secretary approves such
plan.”

Subsec. (e)(1)(B). Pub. L. 99-514, §1862(c), amended
subpar. (B) generally. Prior to amendment, subpar. (B)
“Limitations’ read as follows: ‘‘The amount of the un-
used credit which may be taken into account under
subparagraph (A) for any taxable year shall not exceed
the amount by which the applicable tax limit for such
taxable year exceeds the sum of the amounts which, by
reason of this paragraph, are carried to such taxable
year and are attributable to taxable years before the
unused credit year.”

Subsec. (e)(2). Pub. L. 99-514, §1301(f)(2)(H), sub-
stituted ‘‘subsections (c)(1), (d), (e), (f), and (i) of sec-
tion 143> for ‘‘subsection (d)(1), (e), (f), and (j) of section
103A”.

Subsec. (e)(6). Pub. L. 99-514, §1301(f)(2)(I), substituted
‘“‘section 144(a)(3)(A)” for ‘‘section 103(b)(6)(C)({1)”’.

Subsec. (e)(8)(A). Pub. L. 99-514, §1301(f)(2)(J), sub-
stituted “‘section 143(k)(5)(B)” for ‘“‘section
103A(D(T)(B)”.

Subsec. (e)(8)(B). Pub. L. 99-514, §1301(f)(2)(K), sub-
stituted ‘‘section 143(k)(4)” for ‘‘section 103A(1)(6)”.

Subsec. (e)(9). Pub. L. 99-514, §1301(f)(2)(L), sub-
stituted ‘‘section 143(a)(1)” for ‘‘section 103A(c)(1)”.

Subsec. (e)(10). Pub. L. 99-514, §1301(f)(2)(M), sub-
stituted ‘‘section 143’ for ‘‘section 103A™".

Subsec. (f)(1). Pub. L. 99-514, §1301(£)(2)(N), sub-

stituted ‘‘subsection (d) of section 146" for ‘‘paragraph
(4) of section 103A(g)”.

Subsec. (£)(2)(A). Pub. L. 99-514, §1301(f)(1)(B), sub-
stituted ¢0.25”" for *0.20”’.

Subsec. (£)(3). Pub. L. 99-514, §1301(f)(2)(0), sub-
stituted ‘“‘section 146(d)(3)(C)” for ‘‘section
103A(2)(5)(C)”.

Subsec. (f)(4). Pub. L. 99-514, §1899A(1), substituted
“‘ensure’ for ‘‘insure’.

EFFECTIVE DATE OF 2013 AMENDMENT

Amendment by Pub. L. 112-240 applicable to taxable
years beginning after Dec. 31, 2011, see section 104(d) of
Pub. L. 112-240, set out as a note under section 23 of
this title.

EFFECTIVE AND TERMINATION DATES OF 2010
AMENDMENT

Amendment by Pub. L. 111-148 terminated applicable
to taxable years beginning after Dec. 31, 2011, and sec-
tion is amended to read as if such amendment had
never been enacted, see section 10909(c) of Pub. L.
111-148, set out as a note under section 1 of this title.

Amendment by Pub. L. 111-148 applicable to taxable
years beginning after Dec. 31, 2009, see section 10909(d)
of Pub. L. 111-148, set out as a note under section 1 of
this title.

EFFECTIVE DATE OF 2009 AMENDMENT

Amendment by section 1004(b)(2) of Pub. L. 111-5 ap-
plicable to taxable years beginning after Dec. 31, 2008,
see section 1004(d) of Pub. L. 111-5, set out as an Effec-
tive and Termination Dates of 2009 Amendment note
under section 24 of this title.

Amendment by section 1142(b)(1)(B) of Pub. L. 111-5
applicable to vehicles acquired after Feb. 17, 2009, see
section 1142(c) of Pub. L. 111-5, set out as an Effective
and Termination Dates of 2009 Amendment note under
section 24 of this title.

Amendment by section 1144(b)(1)(B) of Pub. L. 111-5
applicable to taxable years beginning after Dec. 31,
2008, see section 1144(c) of Pub. L. 111-5, set out as an
Effective and Termination Dates of 2009 Amendment
note under section 24 of this title.

EFFECTIVE DATE OF 2008 AMENDMENT

Amendment by Pub. L. 110-343 applicable to taxable
years beginning after Dec. 31, 2008, see section 205(e) of
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Pub. L. 110-343, set out as an Effective and Termination
Dates of 2008 Amendment note under section 24 of this
title.

EFFECTIVE AND TERMINATION DATES OF 2005
AMENDMENT

Amendment by section 402(i)(3)(C) of Pub. L. 109-135
subject to title IX of the Economic Growth and Tax Re-
lief Reconciliation Act of 2001, Pub. L. 107-16, §901, in
the same manner as the provisions of such Act to which
such amendment relates, see section 402(i)(3)(H) of Pub.
L. 109-135, set out as a note under section 23 of this
title. Title IX of Pub. L. 107-16 was repealed by Pub. L.
112240, title I, §101(a)(1), Jan. 2, 2013, 126 Stat. 2315.

The Internal Revenue Code of 1986 to be applied and
administered as if the amendments made by section
1335(b)(1)-(3) of Pub. L. 109-58 had never been enacted,
see section 402(i)(4) of Pub. L. 109-135, set out as a note
under section 23 of this title.

Amendments by Pub. L. 109-135 effective as if in-
cluded in the provisions of the Energy Policy Act of
2005, Pub. L. 109-58, to which they relate, except that
amendment by section 402(i)(3)(C) of Pub. L. 109-135 is
applicable to taxable years beginning after Dec. 31,
2005, see section 402(m) of Pub. L. 109-135, set out as a
note under section 23 of this title.

Amendment by Pub. L. 109-58 applicable to property
placed in service after Dec. 31, 2005, in taxable years
ending after such date, see section 1335(c) of Pub. L.
109-58, set out as a note under section 23 of this title.

EFFECTIVE DATE OF 2001 AMENDMENT

Amendment by Pub. L. 107-16 inapplicable to taxable
years beginning during 2004 or 2005, see section 312(b)(2)
of Pub. L. 108-311, set out as a note under section 23 of
this title.

Amendment by Pub. L. 107-16 inapplicable to taxable
years beginning during 2002 and 2003, see section
601(b)(2) of Pub. L. 107-147, set out as a note under sec-
tion 23 of this title.

Amendment by section 201(b)(2)(F) of Pub. L. 107-16
applicable to taxable years beginning after Dec. 31,
2001, see section 201(e)(2) of Pub. L. 107-16, set out as a
note under section 24 of this title.

Amendment by section 618(b)(2)(B) of Pub. L. 107-16
applicable to taxable years beginning after Dec. 31,
2001, see section 618(d) of Pub. L. 107-16, set out as a
note under section 24 of this title.

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by Pub. L. 105-206 effective, except as
otherwise provided, as if included in the provisions of
the Taxpayer Relief Act of 1997, Pub. L. 105-34, to which
such amendment relates, see section 6024 of Pub. L.
105-206, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1997 AMENDMENT

Amendment by Pub. L. 105-34 applicable to sales and
exchanges after May 6, 1997, with certain exceptions,
see section 312(d) of Pub. L. 105-34, set out as a note
under section 121 of this title.

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104-188 applicable to taxable
years beginning after Dec. 31, 1996, see section 1807(e) of
Pub. L. 104-188, set out as an Effective Date note under
section 23 of this title.

EFFECTIVE DATE OF 1993 AMENDMENT

Pub. L. 103-66, title XIII, §13141(f)(2), Aug. 10, 1993, 107
Stat. 437, provided that: ‘“The amendment made by sub-
section (b) [amending this section] shall apply to elec-
tions for periods after June 30, 1992.”’

EFFECTIVE DATE OF 1991 AMENDMENT

Pub. L. 102-227, title I, §108(c)(2), Dec. 11, 1991, 105
Stat. 1688, provided that: ‘“The amendment made by
subsection (b) [amending this section] shall apply to
elections for periods after December 31, 1991.”’



Page 85 TITLE 26—INTERNAL REVENUE CODE § 25A

EFFECTIVE DATE OF 1990 AMENDMENT

Amendment by Pub. L. 101-508 applicable to elections
for periods after Sept. 30, 1990, see section 11408(d)(2) of
Pub. L. 101-508, set out as a note under section 143 of
this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 1013(a)(25), (26) of Pub. L.
100-647 effective, except as otherwise provided, as if in-
cluded in the provision of the Tax Reform Act of 1986,
Pub. L. 99-514, to which such amendment relates, see
section 1019(a) of Pub. L. 100-647, set out as a note
under section 1 of this title.

Amendment by section 4005(a)(2) of Pub. L. 100-647 ap-
plicable to bonds issued, and nonissued bond amounts
elected, after Dec. 31, 1988, see section 4005(h)(1) of Pub.
L. 100-647, set out as a note under section 143 of this
title.

Amendment by section 4005(g)(7) of Pub. L. 100-647 ap-
plicable to financing provided, and mortgage credit cer-
tificates issued, after Dec. 31, 1990, with certain excep-
tions, see section 4005(h)(3) of Pub. L. 100-647, set out as
a note under section 143 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 1301(f)(1) of Pub. L. 99-514 ap-
plicable to nonissued bond amounts elected after Aug.
15, 1986, and amendment by section 1301(f)(2) of Pub. L.
99-514 applicable to certificates issued with respect to
nonissued bond amounts elected after Aug. 15, 1986, see
section 1311(b) of Pub. L. 99-514, as amended, set out as
an Effective Date; Transitional Rules note under sec-
tion 141 of this title.

Amendment by section 1862(a)-(d)(1) of Pub. L. 99-514
effective, except as otherwise provided, as if included in
the provisions of the Tax Reform Act of 1984, Pub. L.
98-369, div. A, to which such amendment relates, see
section 1881 of Pub. L. 99-514, set out as a note under
section 48 of this title.

EFFECTIVE DATE

Pub. L. 98-369, div. A, title VI, §612(g), July 18, 1984,
98 Stat. 913, as amended by Pub. L. 99-514, §2, Oct. 22,
1986, 100 Stat. 2095, provided that:

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, the amendments made by this section
[enacting this section and section 6708 of this title, re-
designating former section 25 as 26, and amending sec-
tions 23, 28 to 30, 38, 55, 103A, 163, 168, and 901 of this
title] shall apply to interest paid or accrued after De-
cember 31, 1984, on indebtedness incurred after Decem-
ber 31, 1984.

‘“(2) ELECTIONS.—The amendments made by this sec-
tion shall apply to elections under section 25(c)(2)(A)(ii)
of the Internal Revenue Code of 1986 [formerly I.R.C.
1954] (as added by this section) for calendar years after
1983.”

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

§ 25A. Hope and Lifetime Learning credits
(a) Allowance of credit

In the case of an individual, there shall be al-
lowed as a credit against the tax imposed by
this chapter for the taxable year the amount
equal to the sum of—

(1) the Hope Scholarship Credit, plus
(2) the Lifetime Learning Credit.

(b) Hope Scholarship Credit

(1) Per student credit

In the case of any eligible student for whom
an election is in effect under this section for
any taxable year, the Hope Scholarship Credit
is an amount equal to the sum of—

(A) 100 percent of so much of the qualified
tuition and related expenses paid by the tax-
payer during the taxable year (for education
furnished to the eligible student during any
academic period beginning in such taxable
year) as does not exceed $1,000, plus

(B) 50 percent of such expenses so paid as
exceeds $1,000 but does not exceed the appli-
cable limit.

(2) Limitations applicable to Hope Scholarship

Credit
(A) Credit allowed only for 2 taxable years

An election to have this section apply with
respect to any eligible student for purposes
of the Hope Scholarship Credit under sub-
section (a)(1) may not be made for any tax-
able year if such an election (by the tax-
payer or any other individual) is in effect
with respect to such student for any 2 prior
taxable years.

(B) Credit allowed for year only if individual
is at least Y2 time student for portion of
year

The Hope Scholarship Credit under sub-
section (a)(1) shall not be allowed for a tax-
able year with respect to the qualified tui-
tion and related expenses of an individual
unless such individual is an eligible student
for at least one academic period which be-
gins during such year.

(C) Credit allowed only for first 2 years of
postsecondary education

The Hope Scholarship Credit under sub-
section (a)(1) shall not be allowed for a tax-
able year with respect to the qualified tui-
tion and related expenses of an eligible stu-
dent if the student has completed (before the
beginning of such taxable year) the first 2
years of postsecondary education at an eligi-
ble educational institution.

(D) Denial of credit if student convicted of a
felony drug offense

The Hope Scholarship Credit under sub-
section (a)(1) shall not be allowed for quali-
fied tuition and related expenses for the en-
rollment or attendance of a student for any
academic period if such student has been
convicted of a Federal or State felony of-
fense consisting of the possession or dis-
tribution of a controlled substance before
the end of the taxable year with or within
which such period ends.

(3) Eligible student

For purposes of this subsection, the term
“‘eligible student’” means, with respect to any
academic period, a student who—

(A) meets the requirements of section
484(a)(1) of the Higher Education Act of 1965
(20 U.S.C. 1091(a)(1)), as in effect on the date
of the enactment of this section, and

(B) is carrying at least %2 the normal full-
time work load for the course of study the
student is pursuing.
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(4) Applicable limit

For purposes of paragraph (1)(B), the appli-
cable limit for any taxable year is an amount
equal to 2 times the dollar amount in effect
under paragraph (1)(A) for such taxable year.
(¢) Lifetime Learning Credit
(1) Per taxpayer credit

The Lifetime Learning Credit for any tax-
payer for any taxable year is an amount equal
to 20 percent of so much of the qualified tui-
tion and related expenses paid by the taxpayer
during the taxable year (for education fur-
nished during any academic period beginning
in such taxable year) as does not exceed $10,000
($5,000 in the case of taxable years beginning
before January 1, 2003).

(2) Special rules for determining expenses

(A) Coordination with Hope Scholarship

The qualified tuition and related expenses
with respect to an individual who is an eligi-
ble student for whom a Hope Scholarship
Credit under subsection (a)(1) is allowed for
the taxable year shall not be taken into ac-
count under this subsection.

(B) Expenses eligible for Lifetime Learning
Credit

For purposes of paragraph (1), qualified
tuition and related expenses shall include
expenses described in subsection (f)(1) with
respect to any course of instruction at an el-
igible educational institution to acquire or
improve job skills of the individual.

(d) Limitation based on modified adjusted gross
income
(1) In general

The amount which would (but for this sub-
section) be taken into account under sub-
section (a) for the taxable year shall be re-
duced (but not below zero) by the amount de-
termined under paragraph (2).

(2) Amount of reduction

The amount determined under this para-
graph is the amount which bears the same
ratio to the amount which would be so taken
into account as—

(A) the excess of—
(i) the taxpayer’s modified adjusted
gross income for such taxable year, over
(ii) $40,000 ($80,000 in the case of a joint
return), bears to
(B) $10,000 ($20,000 in the case of a joint re-
turn).
(3) Modified adjusted gross income

The term ‘‘modified adjusted gross income”
means the adjusted gross income of the tax-
payer for the taxable year increased by any
amount excluded from gross income under sec-
tion 911, 931, or 933.

(e) Election not to have section apply
A taxpayer may elect not to have this section

TITLE 26—INTERNAL REVENUE CODE

Page 86

(1) Qualified tuition and related expenses
(A) In general

The term ‘‘qualified tuition and related ex-
penses’”’ means tuition and fees required for
the enrollment or attendance of—

(i) the taxpayer,

(ii) the taxpayer’s spouse, or

(iii) any dependent of the taxpayer with
respect to whom the taxpayer is allowed a
deduction under section 151,

at an eligible educational institution for
courses of instruction of such individual at
such institution.

(B) Exception for education involving sports,
ete.

Such term does not include expenses with
respect to any course or other education in-
volving sports, games, or hobbies, unless
such course or other education is part of the
individual’s degree program.

(C) Exception for nonacademic fees

Such term does not include student activ-
ity fees, athletic fees, insurance expenses, or
other expenses unrelated to an individual’s
academic course of instruction.

(2) Eligible educational institution

The term ‘‘eligible educational institution”
means an institution—

(A) which is described in section 481 of the
Higher Education Act of 1965 (20 U.S.C. 1088),
as in effect on the date of the enactment of
this section, and

(B) which is eligible to participate in a
program under title IV of such Act.

(g) Special rules

(1) Identification requirement

No credit shall be allowed under subsection
(a) to a taxpayer with respect to the qualified
tuition and related expenses of an individual
unless the taxpayer includes the name and
taxpayer identification number of such indi-
vidual on the return of tax for the taxable
year.

(2) Adjustment for certain scholarships, etc.

The amount of qualified tuition and related
expenses otherwise taken into account under
subsection (a) with respect to an individual for
an academic period shall be reduced (before
the application of subsections (b), (¢), and (d))
by the sum of any amounts paid for the benefit
of such individual which are allocable to such
period as—

(A) a qualified scholarship which is exclud-
able from gross income under section 117,

(B) an educational assistance allowance
under chapter 30, 31, 32, 34, or 35 of title 38,
United States Code, or under chapter 1606 of
title 10, United States Code, and

(C) a payment (other than a gift, bequest,
devise, or inheritance within the meaning of

section 102(a)) for such individual’s edu-
cational expenses, or attributable to such in-
dividual’s enrollment at an eligible edu-
cational institution, which is excludable
from gross income under any law of the
United States.

apply with respect to the qualified tuition and
related expenses of an individual for any taxable
year.

(f) Definitions

For purposes of this section—
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(3) Treatment of expenses paid by dependent

If a deduction under section 151 with respect
to an individual is allowed to another tax-
payer for a taxable year beginning in the cal-
endar year in which such individual’s taxable
year begins—

(A) no credit shall be allowed under sub-
section (a) to such individual for such indi-
vidual’s taxable year,

(B) qualified tuition and related expenses
paid by such individual during such individ-
ual’s taxable year shall be treated for pur-
poses of this section as paid by such other
taxpayer, and

(C) a statement described in paragraph (8)
and received by such individual shall be
treated as received by the taxpayer.

(4) Treatment of certain prepayments

If qualified tuition and related expenses are
paid by the taxpayer during a taxable year for
an academic period which begins during the
first 3 months following such taxable year,
such academic period shall be treated for pur-
poses of this section as beginning during such
taxable year.

(5) Denial of double benefit

No credit shall be allowed under this section
for any expense for which a deduction is al-
lowed under any other provision of this chap-
ter.

(6) No credit for married individuals filing sep-
arate returns

If the taxpayer is a married individual (with-
in the meaning of section 7703), this section
shall apply only if the taxpayer and the tax-
payer’s spouse file a joint return for the tax-
able year.

(7) Nonresident aliens

If the taxpayer is a nonresident alien indi-
vidual for any portion of the taxable year, this
section shall apply only if such individual is
treated as a resident alien of the United
States for purposes of this chapter by reason
of an election under subsection (g) or (h) of
section 6013.

(8) Payee statement requirement

Except as otherwise provided by the Sec-
retary, no credit shall be allowed under this
section unless the taxpayer receives a state-
ment furnished under section 6050S(d) which
contains all of the information required by
paragraph (2) thereof.

(h) Inflation adjustments
(1) Dollar limitation on amount of credit
(A) In general

In the case of a taxable year beginning
after 2001, each of the $1,000 amounts under
subsection (b)(1) shall be increased by an
amount equal to—

(i) such dollar amount, multiplied by

(ii) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, de-
termined by substituting ‘‘calendar year

2000 for ‘‘calendar year 1992’ in subpara-

graph (B) thereof.
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(B) Rounding
If any amount as adjusted under subpara-
graph (A) is not a multiple of $100, such
amount shall be rounded to the next lowest
multiple of $100.
(2) Income limits
(A) In general

In the case of a taxable year beginning
after 2001, the $40,000 and $80,000 amounts in
subsection (d)(2) shall each be increased by
an amount equal to—

(i) such dollar amount, multiplied by

(ii) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, de-
termined by substituting ‘‘calendar year

2000 for ‘‘calendar year 1992’ in subpara-

graph (B) thereof.
(B) Rounding

If any amount as adjusted under subpara-
graph (A) is not a multiple of $1,000, such
amount shall be rounded to the next lowest
multiple of $1,000.

(i) American Opportunity Tax Credit

In the case of any taxable year beginning after

2008—

(1) Increase in credit

The Hope Scholarship Credit shall be an
amount equal to the sum of—

(A) 100 percent of so much of the qualified
tuition and related expenses paid by the tax-
payer during the taxable year (for education
furnished to the eligible student during any
academic period beginning in such taxable
year) as does not exceed $2,000, plus

(B) 25 percent of such expenses so paid as
exceeds $2,000 but does not exceed $4,000.

(2) Credit allowed for first 4 years of post-sec-
ondary education

Subparagraphs (A) and (C) of subsection
(b)(2) shall be applied by substituting ‘4 for
Eﬂzﬂﬂ.

(3) Qualified tuition and related expenses to in-
clude required course materials

For purposes of determining the Hope Schol-
arship Credit, subsection (f)(1)(A) shall be ap-
plied by substituting ‘‘tuition, fees, and course
materials’ for ‘‘tuition and fees”.

(4) Increase in AGI limits for Hope Scholarship
Credit

In lieu of applying subsection (d) with re-
spect to the Hope Scholarship Credit, such
credit (determined without regard to this
paragraph) shall be reduced (but not below
zero) by the amount which bears the same
ratio to such credit (as so determined) as—

(A) the excess of—

(i) the taxpayer’s modified adjusted
gross income (as defined in subsection
(d)(3)) for such taxable year, over

(ii) $80,000 ($160,000 in the case of a joint
return), bears to

(B) $10,000 ($20,000 in the case of a joint re-
turn).
(5) Portion of credit made refundable

40 percent of so much of the credit allowed
under subsection (a) as is attributable to the
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Hope Scholarship Credit (determined after ap-
plication of paragraph (4) and without regard
to this paragraph and section 26(a)) shall be
treated as a credit allowable under subpart C
(and not allowed under subsection (a)). The
preceding sentence shall not apply to any tax-
payer for any taxable year if such taxpayer is
a child to whom subsection (g) of section 1 ap-
plies for such taxable year.

(6) Identification numbers
(A) Student

The requirements of subsection (g)(1) shall
not be treated as met with respect to the
Hope Scholarship Credit unless the individ-
ual’s taxpayer identification number was is-
sued on or before the due date for filing the
return of tax for the taxable year.

(B) Taxpayer

No Hope Scholarship Credit shall be al-
lowed under this section if the identifying
number of the taxpayer was issued after the
due date for filing the return for the taxable
year.

(C) Institution

No Hope Scholarship Credit shall be al-
lowed under this section unless the taxpayer
includes the employer identification number
of any institution to which qualified tuition
and related expenses were paid with respect
to the individual.

(7) Restrictions on taxpayers who improperly
claimed credit in prior year

(A) Taxpayers making prior fraudulent or
reckless claims

(i) In general

No credit shall be allowed under this sec-
tion for any taxable year in the disallow-
ance period.

(ii) Disallowance period

For purposes of clause (i), the disallow-
ance period is—

(I) the period of 10 taxable years after
the most recent taxable year for which
there was a final determination that the
taxpayer’s claim of credit under this sec-
tion was due to fraud, and

(IT) the period of 2 taxable years after
the most recent taxable year for which
there was a final determination that the
taxpayer’s claim of credit under this sec-
tion was due to reckless or intentional
disregard of rules and regulations (but
not due to fraud).

(B) Taxpayers making improper prior claims
In the case of a taxpayer who is denied
credit under this section for any taxable
year as a result of the deficiency procedures
under subchapter B of chapter 63, no credit
shall be allowed under this section for any
subsequent taxable year unless the taxpayer
provides such information as the Secretary
may require to demonstrate eligibility for
such credit.
(j) Regulations

The Secretary may prescribe such regulations
as may be necessary or appropriate to carry out
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this section, including regulations providing for
a recapture of the credit allowed under this sec-
tion in cases where there is a refund in a subse-
quent taxable year of any amount which was
taken into account in determining the amount
of such credit.

(Added Pub. L. 105-34, title II, §201(a), Aug. 5,
1997, 111 Stat. 799; amended Pub. L. 107-16, title
IV, §401(g)(2)(A), June 7, 2001, 115 Stat. 59; Pub.
L. 111-5, div. B, title I, §1004(a), Feb. 17, 2009, 123
Stat. 313; Pub. L. 111-148, title X, §10909(b)(2)(C),
(c), Mar. 23, 2010, 124 Stat. 1023; Pub. L. 111-312,
title I, §§101(b)(1), 103(a)(1), Dec. 17, 2010, 124
Stat. 3298, 3299; Pub. L. 112-240, title I,
§§103(a)(1), 104(c)(2)(D), Jan. 2, 2013, 126 Stat.
2319, 2322; Pub. L. 113-295, div. A, title II, §209(b),
Dec. 19, 2014, 128 Stat. 4028; Pub. L. 114-27, title
VIII, §804(a), June 29, 2015, 129 Stat. 415; Pub. L.
114-113, div. Q, title I, §102(a), title II, §§206(a),
208(a)(2), 211(a), Dec. 18, 2015, 129 Stat. 3044, 3082,
3083, 3085.)

INFLATION ADJUSTED ITEMS FOR CERTAIN YEARS

For inflation adjustment of certain items in
this section, see Revenue Procedures listed in a
table under section 1 of this title.

REFERENCES IN TEXT

The date of the enactment of this section, referred to
in subsecs. (b)(3)(A) and (f)(2)(A), is the date of enact-
ment of Pub. L. 105-34 which was approved Aug. 5, 1997.

The Higher Education Act of 1965, referred to in sub-
sec. (f)(2)(B), is Pub. L. 89-329, Nov. 8, 1965, 79 Stat. 1219,
as amended. Title IV of the Act is classified generally
to subchapter IV (§1070 et seq.) of chapter 28 of Title 20,
Education, and part C (§2751 et seq.) of subchapter I of
chapter 34 of Title 42, The Public Health and Welfare.
For complete classification of this Act to the Code, see
Short Title note set out under section 1001 of Title 20
and Tables.

AMENDMENTS

2015—Subsec. (g)(3)(C). Pub. L. 114-27, §804(a)(2), added
subpar. (C).

Subsec. (g)(8). Pub. L. 114-27, §804(a)(1), added par. (8).

Subsec. (i). Pub. L. 114-113, §102(a), struck out ‘‘and
before 2018’ after ‘2008’ in introductory provisions.

Subsec. (i)(6). Pub. L. 114-113, §206(a)(2), added par.
(6).
Pub. L. 114-113, §206(a)(1), struck out par. (6). Text
read as follows: ‘“‘In the case of a taxpayer with respect
to whom section 702(a)(1)(B) of the Heartland Disaster
Tax Relief Act of 2008 applies for any taxable year, such
taxpayer may elect to waive the application of this
subsection to such taxpayer for such taxable year.”

Subsec. (i)(6)(C). Pub. L. 114-113, §211(a), added sub-
par. (C).

Subsec. (1)(7). Pub. L. 114-113, §208(a)(2), added par.

.

2014—Subsec. (i)(3). Pub. L. 113-295 substituted ‘‘For
purposes of determining the Hope Scholarship Credit,
subsection (f)(1)(A) shall be applied” for ‘‘Subsection
(H)(1)(A) shall be applied’.

2013—Subsec. (i). Pub. L. 112-240, §103(a)(1), sub-
stituted ‘“‘after 2008 and before 2018 for ‘‘in 2009, 2010,
2011, or 2012’ in introductory provisions.

Subsec. (1)(5) to (7). Pub. L. 112-240, §104(c)(2)(D), re-
designated pars. (6) and (7) as (5) and (6), respectively,
substituted ‘‘section 26(a)’’ for ‘‘section 26(a)(2) or para-
graph (5), as the case may be’ in par. (5), and struck
out former par. (5) which related to credit allowed
against alternative minimum tax.

2010—Subsec. (i). Pub. L. 111-312, §103(a)(1), sub-
stituted ¢, 2010, 2011, or 2012 for ‘‘or 2010’ in introduc-
tory provisions.

Subsec. (1)(6)(B). Pub. L. 111-148, §10909(b)(2)(C), (¢), as
amended by Pub. L. 111-312, §101(b)(1), temporarily sub-
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stituted 256D’ for ‘23, 256D,”’. See Effective and Termi-
nation Dates of 2010 Amendment note below.

2009—Subsecs. (i), (j). Pub. L. 111-5 added subsec. (i)
and redesignated former subsec. (i) as (j).

2001—Subsec. (e). Pub. L. 107-16, §401(g)(2)(A), amend-
ed heading and text of subsec. (e) generally. Prior to
amendment, text read as follows:

‘(1) IN GENERAL.—No credit shall be allowed under
subsection (a) for a taxable year with respect to the
qualified tuition and related expenses of an individual
unless the taxpayer elects to have this section apply
with respect to such individual for such year.

‘(2) COORDINATION WITH EXCLUSIONS.—An election
under this subsection shall not take effect with respect
to an individual for any taxable year if any portion of
any distribution during such taxable year from an edu-
cation individual retirement account is excluded from
gross income under section 530(d)(2).”’

EFFECTIVE DATE OF 2015 AMENDMENT

Pub. L. 114-113, div. Q, title I, §102(c), Dec. 18, 2015, 129
Stat. 3044, provided that: ‘“The amendments made by
this section [amending this section and provisions set
out as a note below] shall apply to taxable years begin-
ning after the date of the enactment of this Act [Dec.
18, 2015].”

Pub. L. 114-113, div. Q, title II, §206(b), Dec. 18, 2015,
129 Stat. 3082, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendment made by subsection (a)(2) [amending
this section] shall apply to any return of tax, and any
amendment or supplement to any return of tax, which
is filed after the date of the enactment of this Act [Dec.
18, 2015].

‘“(2) EXCEPTION FOR TIMELY-FILED 2015 RETURNS.—The
amendment made by subsection (a)(2) shall not apply
to any return of tax (other than an amendment or sup-
plement to any return of tax) for any taxable year
which includes the date of the enactment of this Act if
such return is filed on or before the due date for such
return of tax.

‘“(3) REPEAL OF DEADWOOD.—The amendment made by
subsection (a)(1) [amending this section] shall take ef-
fect on the date of the enactment of this Act.”

Amendment by section 208(a)(2) of Pub. L. 114-113 ap-
plicable to taxable years beginning after Dec. 31, 2015,
see section 208(c) of Pub. L. 114-113, set out as a note
under section 24 of this title.

Pub. L. 114-113, div. Q, title II, §211(c)(1), Dec. 18, 2015,
129 Stat. 3085, provided that: ‘“The amendments made
by subsection (a) [amending this section] shall apply to
taxable years beginning after December 31, 2015.”

Pub. L. 114-27, title VIII, §804(d), June 29, 2015, 129
Stat. 416, provided that: ‘“The amendments made by
this section [amending this section and sections 222 and
6050S of this title] shall apply to taxable years begin-
ning after the date of the enactment of this Act [June
29, 2015].”

EFFECTIVE DATE OF 2014 AMENDMENT

Amendment by Pub. L. 113-295 effective as if included
in the provisions of the American Recovery and Rein-
vestment Tax Act of 2009, Pub. L. 111-5, div. B, title I,
to which such amendment relates, see section 209(k) of
Pub. L. 113-295, set out as a note under section 24 of
this title.

EFFECTIVE DATE OF 2013 AMENDMENT

Amendment by section 103(a)(1) of Pub. L. 112-240 ap-
plicable to taxable years beginning after Dec. 31, 2012,
see section 103(e)(1) of Pub. L. 112-240, set out as a note
under section 24 of this title.

Amendment by section 104(c)(2)(D) of Pub. L. 112-240
applicable to taxable years beginning after Dec. 31,
2011, see section 104(d) of Pub. L. 112-240, set out as a
note under section 23 of this title.

EFFECTIVE AND TERMINATION DATES OF 2010
AMENDMENT

Amendment by section 103(a)(1) of Pub. L. 111-312 ap-
plicable to taxable years beginning after Dec. 31, 2010,
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see section 103(d) of Pub. L. 111-312, set out as a note
under section 24 of this title.

Amendment by Pub. L. 111-148 terminated applicable
to taxable years beginning after Dec. 31, 2011, and sec-
tion is amended to read as if such amendment had
never been enacted, see section 10909(c) of Pub. L.
111-148, set out as a note under section 1 of this title.

Amendment by Pub. L. 111-148 applicable to taxable
years beginning after Dec. 31, 2009, see section 10909(d)
of Pub. L. 111-148, set out as a note under section 1 of
this title.

EFFECTIVE DATE OF 2009 AMENDMENT

Amendment by Pub. L. 111-5 applicable to taxable
years beginning after Dec. 31, 2008, see section 1004(d) of
Pub. L. 111-5, set out as an Effective and Termination
Dates of 2009 Amendment note under section 24 of this
title.

EFFECTIVE DATE OF 2001 AMENDMENT

Pub. L. 107-16, title IV, §401(h), June 7, 2001, 115 Stat.
60, provided that: ‘“The amendments made by this sec-
tion [amending this section and sections 135, 530, and
4973 of this title] shall apply to taxable years beginning
after December 31, 2001.”

EFFECTIVE DATE

Pub. L. 105-34, title II, §201(f), Aug. 5, 1997, 111 Stat.
806, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [enacting this section and section 6050S of this
title and amending sections 135, 6213, and 6724 of this
title] shall apply to expenses paid after December 31,
1997 (in taxable years ending after such date), for edu-
cation furnished in academic periods beginning after
such date.

‘“(2) LIFETIME LEARNING CREDIT.—Section 25A(a)(2) of
the Internal Revenue Code of 1986 shall apply to ex-
penses paid after June 30, 1998 (in taxable years ending
after such date), for education furnished in academic
periods beginning after such dates.”

TREATMENT OF POSSESSIONS

Pub. L. 111-5, div. B, title I, §1004(c), Feb. 17, 2009, 123
Stat. 314, as amended by Pub. L. 111-312, title I,
§103(a)(2), Dec. 17, 2010, 124 Stat. 3299; Pub. L. 112-240,
title I, §103(a)(2), Jan. 2, 2013, 126 Stat. 2319; Pub. L.
114-113, div. Q, title I, §102(b), Dec. 18, 2015, 129 Stat.
3044, provided that:

‘(1) PAYMENTS TO POSSESSIONS.—

‘“(A) MIRROR CODE POSSESSION.—The Secretary of
the Treasury shall pay to each possession of the
United States with a mirror code tax system amounts
equal to the loss to that possession by reason of the
application of section 25A(i)(6) [now 25A(i)(5)] of the
Internal Revenue Code of 1986 (as added by this sec-
tion) with respect to taxable years beginning after
2008. Such amounts shall be determined by the Sec-
retary of the Treasury based on information provided
by the government of the respective possession.

‘(B) OTHER POSSESSIONS.—The Secretary of the
Treasury shall pay to each possession of the United
States which does not have a mirror code tax system
amounts estimated by the Secretary of the Treasury
as being equal to the aggregate benefits that would
have been provided to residents of such possession by
reason of the application of section 25A(i)(6) [now
25A(i)(5)] of such Code (as so added) for taxable years
beginning after 2008 if a mirror code tax system had
been in effect in such possession. The preceding sen-
tence shall not apply with respect to any possession
of the United States unless such possession has a
plan, which has been approved by the Secretary of
the Treasury, under which such possession will
promptly distribute such payments to the residents
of such possession.

‘(2) COORDINATION WITH CREDIT ALLOWED AGAINST
UNITED STATES INCOME TAXES.—Section 25A(i)(6) [now
25A(i)(6)] of such Code (as added by this section) shall
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not apply to a bona fide resident of any possession of
the United States.
*‘(3) DEFINITIONS AND SPECIAL RULES.—

““(A) POSSESSION OF THE UNITED STATES.—For pur-
poses of this subsection, the term ‘possession of the
United States’ includes the Commonwealth of Puerto
Rico and the Commonwealth of the Northern Mariana
Islands.

‘(B) MIRROR CODE TAX SYSTEM.—For purposes of
this subsection, the term ‘mirror code tax system’
means, with respect to any possession of the United
States, the income tax system of such possession if
the income tax liability of the residents of such pos-
session under such system is determined by reference
to the income tax laws of the United States as if such
possession were the United States.

‘“(C) TREATMENT OF PAYMENTS.—For purposes of
section 1324(b)(2) of title 31, United States Code, the
payments under this subsection shall be treated in
the same manner as a refund due from the credit al-
lowed under section 25A of the Internal Revenue Code
of 1986 by reason of subsection (i)(6) [now (i)(5)] of
such section (as added by this section).”
[Amendments by Pub. L. 112-240, §103(a)(2), and Pub.

L. 114-113, §102(b), were executed as the probable intent
of Congress to section 1004(c)(1) of the American Recov-
ery and Reinvestment Tax Act of 2009, set out above,
which act is title I of div. B of Pub. L. 111-5, notwith-
standing directory language amending section 1004(c)(1)
of division B of the American Recovery and Reinvest-
ment Tax Act of 2009.]

§25B. Elective deferrals and IRA contributions
by certain individuals

(a) Allowance of credit

In the case of an eligible individual, there
shall be allowed as a credit against the tax im-
posed by this subtitle for the taxable year an
amount equal to the applicable percentage of so
much of the qualified retirement savings con-
tributions of the eligible individual for the tax-
able year as do not exceed $2,000.

(b) Applicable percentage
For purposes of this section—
(1) Joint returns

In the case of a joint return, the applicable
percentage is—

(A) if the adjusted gross income of the tax-
payer is not over $30,000, 50 percent,

(B) if the adjusted gross income of the tax-
payer is over $30,000 but not over $32,500, 20
percent,

(C) if the adjusted gross income of the tax-
payer is over $32,500 but not over $50,000, 10
percent, and

(D) if the adjusted gross income of the tax-
payer is over $560,000, zero percent.

(2) Other returns

In the case of—

(A) a head of household, the applicable per-
centage shall be determined under paragraph
(1) except that such paragraph shall be ap-
plied by substituting for each dollar amount
therein (as adjusted under paragraph (3)) a
dollar amount equal to 75 percent of such
dollar amount, and

(B) any taxpayer not described in para-
graph (1) or subparagraph (A), the applicable
percentage shall be determined under para-
graph (1) except that such paragraph shall be
applied by substituting for each dollar
amount therein (as adjusted under para-
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graph (3)) a dollar amount equal to 50 per-
cent of such dollar amount.

(3) Inflation adjustment

In the case of any taxable year beginning in
a calendar year after 2006, each of the dollar
amounts in paragraph (1) shall be increased by
an amount equal to—

(A) such dollar amount, multiplied by

(B) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, deter-

mined by substituting ‘‘calendar year 2005’

for ‘‘calendar year 1992’ in subparagraph (B)

thereof.

Any increase determined under the preceding
sentence shall be rounded to the nearest mul-
tiple of $500.

(c) Eligible individual
For purposes of this section—
(1) In general

The term ‘‘eligible individual” means any
individual if such individual has attained the
age of 18 as of the close of the taxable year.

(2) Dependents and full-time students not eligi-
ble

The term ‘‘eligible individual’’ shall not in-
clude—

(A) any individual with respect to whom a
deduction under section 151 is allowed to an-
other taxpayer for a taxable year beginning
in the calendar year in which such individ-
ual’s taxable year begins, and

(B) any individual who is a student (as de-
fined in section 152(f)(2)).

(d) Qualified retirement savings contributions
For purposes of this section—
(1) In general

The term ‘‘qualified retirement savings con-
tributions’ means, with respect to any taxable
year, the sum of—

(A) the amount of the qualified retirement
contributions (as defined in section 219(e))
made by the eligible individual,

(B) the amount of—

(i) any elective deferrals (as defined in
section 402(g)(3)) of such individual, and

(ii) any elective deferral of compensation
by such individual under an eligible de-
ferred compensation plan (as defined in
section 457(b)) of an eligible employer de-
scribed in section 457(e)(1)(A), and

(C) the amount of voluntary employee con-
tributions by such individual to any quali-
fied retirement plan (as defined in section
4974(c)).

(2) Reduction for certain distributions
(A) In general

The qualified retirement savings contribu-
tions determined under paragraph (1) shall
be reduced (but not below zero) by the aggre-
gate distributions received by the individual
during the testing period from any entity of
a type to which contributions under para-
graph (1) may be made. The preceding sen-
tence shall not apply to the portion of any
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distribution which is not includible in gross
income by reason of a trustee-to-trustee
transfer or a rollover distribution.

(B) Testing period

For purposes of subparagraph (A), the test-
ing period, with respect to a taxable year, is
the period which includes—

(i) such taxable year,
(ii) the 2 preceding taxable years, and
(iii) the period after such taxable year
and before the due date (including exten-
sions) for filing the return of tax for such
taxable year.
(C) Excepted distributions

There shall not be taken into account
under subparagraph (A)—

(i) any distribution referred to in section
T2(p), 401(k)(8), 401(m)(6), 402(g)(2), 404(k),
or 408(d)(4), and

(ii) any distribution to which section
408A(d)(3) applies.

(D) Treatment of distributions received by
spouse of individual

For purposes of determining distributions
received by an individual under subpara-
graph (A) for any taxable year, any distribu-
tion received by the spouse of such individ-
ual shall be treated as received by such indi-
vidual if such individual and spouse file a
joint return for such taxable year and for
the taxable year during which the spouse re-
ceives the distribution.

(e) Adjusted gross income

For purposes of this section, adjusted gross in-
come shall be determined without regard to sec-
tions 911, 931, and 933.

(f) Investment in the contract

Notwithstanding any other provision of law, a
qualified retirement savings contribution shall
not fail to be included in determining the in-
vestment in the contract for purposes of section
72 by reason of the credit under this section.

(Added and amended Pub. L. 107-16, title VI,
§618(a), (b)(1), June 7, 2001, 115 Stat. 106, 108; Pub.
L. 107-147, title IV, §§411(m), 417(1), Mar. 9, 2002,
116 Stat. 48, 56; Pub. L. 108-311, title II, §207(4),
Oct. 4, 2004, 118 Stat. 1177; Pub. L. 109-135, title
IV, §402(i)(3)(D), Dec. 21, 2005, 119 Stat. 2614; Pub.
L. 109-280, title VIII, §§812, 833(a), Aug. 17, 2006,
120 Stat. 997, 1003; Pub. L. 110-343, div. B, title I,
§106(e)(2)(C), title II, §205(d)(1)(C), Oct. 3, 2008,
122 Stat. 3817, 3838; Pub. L. 111-5, div. B, title I,
§§1004(b)(4), 1142(b)(1)(C), 1144(b)(A)(C), Feb. 17,
2009, 123 Stat. 314, 330, 332; Pub. L. 111-148, title
X, §10909(b)(2)(D), (c), Mar. 23, 2010, 124 Stat.
1023; Pub. L. 111-312, title I, §101(b)(1), Dec. 17,
2010, 124 Stat. 3298; Pub. L. 112-240, title I,
§104(c)(2)(E), Jan. 2, 2013, 126 Stat. 2322.)
INFLATION ADJUSTED ITEMS FOR CERTAIN YEARS
For inflation adjustment of certain items in
this section, see Revenue Procedures listed in a
table under section 1 of this title and Revenue
Notices listed in a table under section 401 of this
title.
AMENDMENTS

2013—Subsec. (g). Pub. L. 112-240 struck out subsec.
(g). Text read as follows: ‘‘In the case of a taxable year
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to which section 26(a)(2) does not apply, the credit al-
lowed under subsection (a) for the taxable year shall
not exceed the excess of—
‘(1) the sum of the regular tax liability (as defined
in section 26(b)) plus the tax imposed by section 55,
over
‘(2) the sum of the credits allowable under this sub-
part (other than this section and sections 23, 25A(i),
26D, 30, 30B, and 30D) and section 27 for the taxable
year.”
2010—Subsec. (g)(2). Pub. L. 111-148, §10909(b)(2)(D),
(c), as amended by Pub. L. 111-312, temporarily struck
out “23,” before ‘‘256A(i),”. See Effective and Termi-
nation Dates of 2010 Amendment note below.
2009—Subsec. (g)(2). Pub. L. 111-5, §1144(b)(1)(C), in-
serted ‘‘30B,”’ after ‘‘30,”.

Pub. L. 111-5, §1142(b)(1)(C), inserted ‘30,” after
€“25D,”.
Pub. L. 111-5, §1004(b)(4), inserted ‘‘25A(i),” after
«93 .

2008—Subsec. (g)(2). Pub. L. 110-343, §205(d)(1)(C), sub-
stituted ¢, 256D, and 30D’ for ‘‘and 25D”’.

Pub. L. 110-343, §106(e)(2)(C), substituted ‘‘sections 23
and 25D for ‘‘section 23”’.

2006—Subsec. (b). Pub. L. 109-280, §833(a), reenacted
heading without change and amended text of subsec. (b)
generally, substituting provisions consisting of intro-
ductory provisions and pars. (1) to (3) for former provi-
sions consisting of introductory provisions and a table
of applicable percentages for amounts of adjusted gross
income for a joint return, a head of household, and all
other cases.

Subsec. (h). Pub. L. 109-280, §812, struck out heading
and text of subsec. (h). Text read as follows: ‘“This sec-
tion shall not apply to taxable years beginning after
December 31, 2006.”’

2005—Subsec. (g). Pub. L. 109-135 substituted ‘“In the
case of a taxable year to which section 26(a)(2) does not
apply, the credit’” for ‘““The credit’’ in introductory pro-
visions.

2004—Subsec. (¢)(2)(B).
€152(£)(2)” for “151(c)(4)”’.

2002—Subsec. (d)(2)(A). Pub. L. 107-147, §411(m), reen-
acted heading without change and amended text of sub-
par. (A) generally. Prior to amendment, text read as
follows: ‘“The qualified retirement savings contribu-
tions determined under paragraph (1) shall be reduced
(but not below zero) by the sum of—

‘(1) any distribution from a qualified retirement
plan (as defined in section 4974(c)), or from an eligible
deferred compensation plan (as defined in section
457(b)), received by the individual during the testing
period which is includible in gross income, and

‘(i) any distribution from a Roth IRA or a Roth
account received by the individual during the testing
period which is not a qualified rollover contribution
(as defined in section 408A(e)) to a Roth IRA or a roll-
over under section 402(c)(8)(B) to a Roth account.”’
Subsecs. (g), (h). Pub. L. 107-147, §417(1), redesignated

subsec. (g), relating to termination, as (h).
2001—Subsec. (g). Pub. L. 107-16, §618(b)(1), added sub-
sec. (g) relating to limitation based on amount of tax.

Pub. L. 108-311 substituted

EFFECTIVE DATE OF 2013 AMENDMENT

Amendment by Pub. L. 112-240 applicable to taxable
years beginning after Dec. 31, 2011, see section 104(d) of
Pub. L. 112-240, set out as a note under section 23 of
this title.

EFFECTIVE AND TERMINATION DATES OF 2010
AMENDMENT

Amendment by Pub. L. 111-148 terminated applicable
to taxable years beginning after Dec. 31, 2011, and sec-
tion is amended to read as if such amendment had
never been enacted, see section 10909(c) of Pub. L.
111-148, set out as a note under section 1 of this title.

Amendment by Pub. L. 111-148 applicable to taxable
years beginning after Dec. 31, 2009, see section 10909(d)
of Pub. L. 111-148, set out as a note under section 1 of
this title.
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EFFECTIVE DATE OF 2009 AMENDMENT

Amendment by section 1004(b)(4) of Pub. L. 111-5 ap-
plicable to taxable years beginning after Dec. 31, 2008,
see section 1004(d) of Pub. L. 111-5, set out as an Effec-
tive and Termination Dates of 2009 Amendment note
under section 24 of this title.

Amendment by section 1142(b)(1)(C) of Pub. L. 111-5
applicable to vehicles acquired after Feb. 17, 2009, see
section 1142(c) of Pub. L. 111-5, set out as an Effective
and Termination Dates of 2009 Amendment note under
section 24 of this title.

Amendment by section 1144(b)(1)(C) of Pub. L. 111-5
applicable to taxable years beginning after Dec. 31,
2008, see section 1144(c) of Pub. L. 111-5, set out as an
Effective and Termination Dates of 2009 Amendment
note under section 24 of this title.

EFFECTIVE DATE OF 2008 AMENDMENT

Amendment by section 106(e)(2)(C) of Pub. L. 110-343
applicable to taxable years beginning after Dec. 31,
2007, see section 106(f)(1) of Pub. L. 110-343, set out as an
Effective and Termination Dates of 2008 Amendment
note under section 23 of this title.

Amendment by section 205(d)(1)(C) of Pub. L. 110-343
applicable to taxable years beginning after Dec. 31,
2008, see section 205(e) of Pub. L. 110-343, set out as an
Effective and Termination Dates of 2008 Amendment
note under section 24 of this title.

EFFECTIVE DATE OF 2006 AMENDMENT

Pub. L. 109-280, title VIII, §833(d), Aug. 17, 2006, 120
Stat. 1004, provided that: ‘“The amendments made by
this section [amending this section and sections 219 and
408A of this title] shall apply to taxable years begin-
ning after 2006.”’

EFFECTIVE AND TERMINATION DATES OF 2005
AMENDMENT

Amendment by Pub. L. 109-135 subject to title IX of
the Economic Growth and Tax Relief Reconciliation
Act of 2001, Pub. L. 107-16, §901, in the same manner as
the provisions of such Act to which such amendment
relates, see section 402(i)(3)(H) of Pub. L. 109-135, set
out as a note under section 23 of this title. Title IX of
Pub. L. 107-16 was repealed by Pub. L. 112-240, title I,
§101(a)(1), Jan. 2, 2013, 126 Stat. 2315.

Amendment by Pub. L. 109-135 effective as if included
in the provisions of the Energy Policy Act of 2005, Pub.
L. 109-58, to which it relates and applicable to taxable
years beginning after Dec. 31, 2005, see section 402(m) of
Pub. L. 109-135, set out as a note under section 23 of
this title.

EFFECTIVE DATE OF 2004 AMENDMENT

Amendment by Pub. L. 108-311 applicable to taxable
years beginning after Dec. 31, 2004, see section 208 of
Pub. L. 108-311, set out as a note under section 2 of this
title.

EFFECTIVE DATE OF 2002 AMENDMENT

Pub. L. 107-147, title IV, §411(x), Mar. 9, 2002, 116 Stat.
53, provided that: ‘‘Except as provided in subsection (c)
[amending sections 23 and 137 of this title and enacting
provisions set out as a note under section 23 of this
title], the amendments made by this section [amending
this section, sections 23, 24, 38, 456K, 45F, 63, 137, 401 to
404, 408, 409, 412, 414 to 417, 457, 530, 2016, 2101, 2511, 4980F,
and 6428 of this title, sections 1003, 1054, 1055, 1082, and
1104 of Title 29, Labor, and provisions set out as notes
under sections 38, 415, and 4980F of this title] shall take
effect as if included in the provisions of the Economic
Growth and Tax Relief Reconciliation Act of 2001 [Pub.
L. 107-16] to which they relate.”

EFFECTIVE DATE

Amendment by section 618(b)(1) of Pub. L. 107-16 inap-
plicable to taxable years beginning during 2004 or 2005,
see section 312(b)(2) of Pub. L. 108-311, set out as an Ef-
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fective Date of 2001 Amendment note under section 23
of this title.

Amendment by section 618(b)(1) of Pub. L. 107-16 inap-
plicable to taxable years beginning during 2002 and 2003,
see section 601(b)(2) of Pub. L. 107-147, set out as an Ef-
fective Date of 2001 Amendment note under section 23
of this title.

Amendment by section 618(b)(1) of Pub. L. 107-16 ap-
plicable to taxable years beginning after Dec. 31, 2001,
see section 618(d) of Pub. L. 107-16, set out as an Effec-
tive Date of 2001 Amendment note under section 24 of
this title.

§ 25C. Nonbusiness energy property
(a) Allowance of credit

In the case of an individual, there shall be al-
lowed as a credit against the tax imposed by
this chapter for the taxable year an amount
equal to the sum of—

(1) 10 percent of the amount paid or incurred
by the taxpayer for qualified energy efficiency
improvements installed during such taxable
year, and

(2) the amount of the residential energy
property expenditures paid or incurred by the
taxpayer during such taxable year.

(b) Limitations
(1) Lifetime limitation

The credit allowed under this section with
respect to any taxpayer for any taxable year
shall not exceed the excess (if any) of $500 over
the aggregate credits allowed under this sec-
tion with respect to such taxpayer for all prior
taxable years ending after December 31, 2005.

(2) Windows

In the case of amounts paid or incurred for
components described in subsection (¢)(2)(B)?
by any taxpayer for any taxable year, the
credit allowed under this section with respect
to such amounts for such year shall not exceed
the excess (if any) of $200 over the aggregate
credits allowed under this section with respect
to such amounts for all prior taxable years
ending after December 31, 2005.

(3) Limitation on residential energy property
expenditures

The amount of the credit allowed under this
section by reason of subsection (a)(2) shall not
exceed—

(A) $50 for any advanced main air circulat-
ing fan,
(B) $150 for any qualified natural gas, pro-
pane, or oil furnace or hot water boiler, and
(C) $300 for any item of energy-efficient
building property.
(c) Qualified energy efficiency improvements
For purposes of this section—
(1) In general

The term ‘‘qualified energy efficiency im-
provements’’ means any energy efficient build-
ing envelope component, if—

(A) such component is installed in or on a
dwelling unit located in the United States
and owned and used by the taxpayer as the
taxpayer’s principal residence (within the
meaning of section 121),

1See References in Text note below.
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(B) the original use of such component
commences with the taxpayer, and

(C) such component reasonably can be ex-
pected to remain in use for at least 5 years.

(2) Energy efficient building envelope compo-
nent

The term ‘‘energy efficient building envelope
component’ means a building envelope compo-
nent which meets—

(A) applicable Energy Star program re-
quirements, in the case of a roof or roof
products,

(B) version 6.0 Energy Star program re-
quirements, in the case of an exterior win-
dow, a skylight, or an exterior door, and

(C) the prescriptive criteria for such com-
ponent established by the 2009 International
Energy Conservation Code, as such Code (in-
cluding supplements) is in effect on the date
of the enactment of the American Recovery
and Reinvestment Tax Act of 2009, in the
case of any other component.

(3) Building envelope component

The term ‘‘building envelope component’
means—

(A) any insulation material or system
which is specifically and primarily designed
to reduce the heat loss or gain of a dwelling
unit when installed in or on such dwelling
unit,

(B) exterior windows (including skylights),

(C) exterior doors, and

(D) any metal roof or asphalt roof in-
stalled on a dwelling unit, but only if such
roof has appropriate pigmented coatings or
cooling granules which are specifically and
primarily designed to reduce the heat gain
of such dwelling unit.

(4) Manufactured homes included

The term ‘‘dwelling unit’” includes a manu-
factured home which conforms to Federal
Manufactured Home Construction and Safety
Standards (part 3280 of title 24, Code of Fed-
eral Regulations).

(d) Residential energy property expenditures
For purposes of this section—
(1) In general

The term ‘‘residential energy property ex-
penditures’” means expenditures made by the
taxpayer for qualified energy property which
is—

(A) installed on or in connection with a
dwelling unit located in the United States
and owned and used by the taxpayer as the
taxpayer’s principal residence (within the
meaning of section 121), and

(B) originally placed in service by the tax-
payer.

Such term includes expenditures for labor
costs properly allocable to the onsite prepara-
tion, assembly, or original installation of the
property.
(2) Qualified energy property

(A) In general

The term
means—

“‘qualified energy property”’
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(i) energy-efficient building property,

(ii) a qualified natural gas, propane, or
oil furnace or hot water boiler, or

(iii) an advanced main air circulating
fan.

(B) Performance and quality standards

Property described under subparagraph (A)
shall meet the performance and quality
standards, and the certification require-
ments (if any), which—

(1) have been prescribed by the Secretary
by regulations (after consultation with the
Secretary of Energy or the Administrator
of the Environmental Protection Agency,
as appropriate), and

(ii) are in effect at the time of the acqui-
sition of the property, or at the time of the
completion of the construction, recon-
struction, or erection of the property, as
the case may be.

(C) Requirements and standards for air con-
ditioners and heat pumps

The standards and requirements prescribed
by the Secretary under subparagraph (B)
with respect to the energy efficiency ratio
(EER) for central air conditioners and elec-
tric heat pumps—

(i) shall require measurements to be
based on published data which is tested by
manufacturers at 95 degrees Fahrenheit,
and

(ii) may be based on the certified data of
the Air Conditioning and Refrigeration In-
stitute that are prepared in partnership
with the Consortium for Energy Effi-
ciency.

(3) Energy-efficient building property

The term ‘‘energy-efficient building prop-
erty’”’ means—

(A) an electric heat pump water heater
which yields an energy factor of at least 2.0
in the standard Department of Energy test
procedure,

(B) an electric heat pump which achieves
the highest efficiency tier established by the
Consortium for Energy Efficiency, as in ef-
fect on January 1, 2009.2

(C) a central air conditioner which
achieves the highest efficiency tier estab-
lished by the Consortium for Energy Effi-
ciency, as in effect on January 1, 2009,

(D) a natural gas, propane, or oil water
heater which has either an energy factor of
at least 0.82 or a thermal efficiency of at
least 90 percent.3

(E) a stove which uses the burning of bio-
mass fuel to heat a dwelling unit located in
the United States and used as a residence by
the taxpayer, or to heat water for use in
such a dwelling unit, and which has a ther-
mal efficiency rating of at least 75 percent.

(4) Qualified natural gas, propane, or oil fur-
nace or hot water boiler

The term ‘‘qualified natural gas, propane, or
oil furnace or hot water boiler’’ means a natu-

280 in original. The period probably should be a comma.

380 in original. The period probably should be *‘, and”.



§25C

ral gas, propane, or oil furnace or hot water
boiler which achieves an annual fuel utiliza-
tion efficiency rate of not less than 95.

(5) Advanced main air circulating fan

The term ‘‘advanced main air circulating
fan’ means a fan used in a natural gas, pro-
pane, or oil furnace and which has an annual
electricity use of no more than 2 percent of
the total annual energy use of the furnace (as
determined in the standard Department of En-
ergy test procedures).

(6) Biomass fuel

The term ‘‘biomass fuel’’ means any plant-
derived fuel available on a renewable or recur-
ring basis, including agricultural crops and
trees, wood and wood waste and residues (in-
cluding wood pellets), plants (including aquat-
ic plants), grasses, residues, and fibers.

(e) Special rules
For purposes of this section—
(1) Application of rules

Rules similar to the rules under paragraphs
4), (), (6), (7), and (8) of section 25D(e) shall
apply.

(2) Joint ownership of energy items

(A) In general

Any expenditure otherwise qualifying as
an expenditure under this section shall not
be treated as failing to so qualify merely be-
cause such expenditure was made with re-
spect to two or more dwelling units.

(B) Limits applied separately

In the case of any expenditure described in
subparagraph (A), the amount of the credit
allowable under subsection (a) shall (subject
to paragraph (1)) be computed separately
with respect to the amount of the expendi-
ture made for each dwelling unit.

(3) Property financed by subsidized energy fi-
nancing

For purposes of determining the amount of
expenditures made by any individual with re-
spect to any property, there shall not be taken
into account expenditures which are made
from subsidized energy financing (as defined in
section 48(a)(4)(C)).

(f) Basis adjustments

For purposes of this subtitle, if a credit is al-
lowed under this section for any expenditure
with respect to any property, the increase in the
basis of such property which would (but for this
subsection) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.

(g) Termination

This section shall not apply with respect to
any property placed in service—

(1) after December 31, 2007, and before Janu-
ary 1, 2009, or
(2) after December 31, 2016..4

(Added Pub. L. 109-58, title XIII, §1333(a), Aug. 8,
2005, 119 Stat. 1026; amended Pub. L. 109-135, title

480 in original.
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IV, §412(b), Dec. 21, 2005, 119 Stat. 2636; Pub. L.
110-172, §11(a)(2), Dec. 29, 2007, 121 Stat. 2484;
Pub. L. 110-343, div. B, title III, §302(a)-(e), Oct.
3, 2008, 122 Stat. 3844, 3845; Pub. L. 111-5, div. B,
title I, §§1103(b)(2)(A), 1121(a)-(e), Feb. 17, 2009,
123 Stat. 320, 322-324; Pub. L. 111-312, title VII,
§710(a), (b), Dec. 17, 2010, 124 Stat. 3314; Pub. L.
112-240, title IV, §401(a), Jan. 2, 2013, 126 Stat.
2337; Pub. L. 113-295, div. A, title I, §151(a), Dec.
19, 2014, 128 Stat. 4021; Pub. L. 114-113, div. Q,
title I, §181(a), (b), Dec. 18, 2015, 129 Stat. 3072.)

REFERENCES IN TEXT

Subsection (¢)(2)(B), referred to in subsec. (b)(2), was
redesignated (¢)(3)(B) by Pub. L. 114-113, div. Q, title I,
§181(b)(2), Dec. 18, 2015, 129 Stat. 3072.

The date of the enactment of the American Recovery
and Reinvestment Tax Act of 2009, referred to in sub-
sec. (¢)(2)(C), is the date of enactment of title I of div.
B of Pub. L. 111-5, which was approved Feb. 17, 2009.

AMENDMENTS

2015—Subsec. (c)(1). Pub. L. 114-113, §181(b)(1), struck
out “which meets the prescriptive criteria for such
component established by the 2009 International En-
ergy Conservation Code, as such Code (including sup-
plements) is in effect on the date of the enactment of
the American Recovery and Reinvestment Tax Act of
2009 (or, in the case of an exterior window, a skylight,
an exterior door, a metal roof with appropriate pig-
mented coatings, or an asphalt roof with appropriate
cooling granules, which meet the Energy Star program
requirements)’’ after ‘‘envelope component’” in intro-
ductory provisions.

Subsec. (¢)(2) to (4). Pub. L. 114-113, §181(b)(2), added
par. (2) and redesignated former pars. (2) and (3) as (3)
and (4), respectively.

Subsec. (g)(2). Pub. L. 114-113, §181(a),
“December 31, 2016’ for ‘‘December 31, 2014”’.

2014—Subsec. (g)(2). Pub. L. 113-295 substituted ‘‘De-
cember 31, 2014’ for ‘‘December 31, 2013°.

2013—Subsec. (g)(2). Pub. L. 112-240 substituted ‘‘De-
cember 31, 2013” for ‘‘December 31, 2011,

2010—Subsecs. (a), (b). Pub. L. 111-312, §710(b)(1),
amended subsecs. (a) and (b) generally. Prior to amend-
ment, subsecs. (a) and (b) read as follows:

‘‘(a) ALLOWANCE OF CREDIT.—In the case of an individ-
ual, there shall be allowed as a credit against the tax
imposed by this chapter for the taxable year an amount
equal to 30 percent of the sum of—

‘(1) the amount paid or incurred by the taxpayer
during such taxable year for qualified energy effi-
ciency improvements, and

‘“(2) the amount of the residential energy property
expenditures paid or incurred by the taxpayer during
such taxable year.

‘“(b) LIMITATION.—The aggregate amount of the cred-
its allowed under this section for taxable years begin-
ning in 2009 and 2010 with respect to any taxpayer shall
not exceed $1,500.”

Subsec. (¢)(1). Pub. L. 111-312, §710(b)(2)(D)(ii), in-
serted ‘‘an exterior window, a skylight, an exterior
door,” after ‘‘in the case of’’ in introductory provisions.

Pub. L. 111-312, §710(b)(2)(A), in introductory provi-
sions, substituted ‘2009 International Energy Conserva-
tion Code, as such Code (including supplements) is in
effect on the date of the enactment of the American
Recovery and Reinvestment Tax Act of 2009’ for ‘2000
International Energy Conservation Code, as such Code
(including supplements) is in effect on the date of the
enactment of this section”.

Subsec. (¢)(2)(A). Pub. L. 111-312, §710(b)(2)(E), struck
out ‘‘and meets the prescriptive criteria for such mate-
rial or system established by the 2009 International En-
ergy Conservation Code, as such Code (including sup-
plements) is in effect on the date of the enactment of
the American Recovery and Reinvestment Tax Act of
2009 after ‘‘on such dwelling unit’’.

substituted
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Subsec. (¢)(4). Pub. L. 111-312, §710(b)(2)(D)(i), struck
out par. (4). Text read as follows: ‘‘Such term shall not
include any component described in subparagraph (B)
or (C) of paragraph (2) unless such component is equal
to or below a U factor of 0.30 and SHGC of 0.30.”

Subsec. (A)(2)(A)@i). Pub. L. 111-312, §710(b)(2)(C)(ii),
amended cl. (ii) generally. Prior to amendment, cl. (ii)
read as follows: ‘“‘any qualified natural gas furnace,
qualified propane furnace, qualified oil furnace, quali-
fied natural gas hot water boiler, qualified propane hot
water boiler, or qualified oil hot water boiler, or’.

Subsec. (A)(3)(E). Pub. L. 111-312, §710(b)(2)(B), struck
out ‘‘, as measured using a lower heating value’ after
““75 percent’’.

Subsec. (d)(4). Pub. L. 111-312, §710(b)(2)(C)(i), amend-
ed par. (4) generally. Prior to amendment, par. (4) de-
fined the terms ‘‘qualified natural gas furnace’’, ‘‘quali-
fied natural gas hot water boiler’’, ‘‘qualified propane
furnace”’, ‘‘qualified propane hot water boiler”, ‘‘quali-
fied oil furnace’’, and ‘‘qualified oil hot water boiler’.

Subsec. (e)(3). Pub. L. 111-312, §710(b)(3), added par.
3).

Subsec. (g)(2). Pub. L. 111-312, §710(a), substituted
2011 for “°2010".

2009—Subsecs. (a), (b). Pub. L. 111-5, §1121(a), added
subsecs. (a) and (b) and struck out former subsecs. (a)
and (b) which related to credit equal to the sum of 10
percent of the amount paid for qualified energy effi-
ciency improvements and the amount of energy prop-
erty expenditures and provided limits on credits and
expenditures.

Subsec. (¢)(2)(A). Pub. L. 111-5, §1121(d)(2), inserted
“and meets the prescriptive criteria for such material
or system established by the 2009 International Energy
Conservation Code, as such Code (including supple-
ments) is in effect on the date of the enactment of the
American Recovery and Reinvestment Tax Act of 2009
after ‘‘such dwelling unit’’.

Subsec. (c)(4). Pub. L. 111-5, §1121(d)(1), added par. (4).

Subsec. (d)(2)(A)(ii). Pub. L. 111-5, §1121(c)(2), amend-
ed cl. (ii) generally. Prior to amendment, cl. (ii) read as
follows: ‘“‘a qualified natural gas, propane, or oil fur-
nace or hot water boiler, or’’.

Subsec. (d)(3)(B). Pub. L. 111-5, §1121(b)(1), amended
subpar. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘“‘an electric heat pump which has a
heating seasonal performance factor (HSPF) of at least
9, a seasonal energy efficiency ratio (SEER) of at least
15, and an energy efficiency ratio (EER) of at least 13,”.

Subsec. (4)(3)(C). Pub. L. 111-5, §1121(b)(2), substituted
2009 for “‘2006°°.

Subsec. (1)(3)(D). Pub. L. 111-5, §1121(b)(3), amended
subpar. (D) generally. Prior to amendment, subpar. (D)
read as follows: ‘‘a natural gas, propane, or oil water
heater which has an energy factor of at least 0.80 or a
thermal efficiency of at least 90 percent, and’’.

Subsec. (A)3)(E). Pub. L. 111-5, §1121(b)(4), inserted
‘. as measured using a lower heating value’ after ‘75
percent’’.

Subsec. (d)(4). Pub. L. 111-5, §1121(c)(1), amended par.
(4) generally. Prior to amendment, text read as follows:
“The term ‘qualified natural gas, propane, or oil fur-
nace or hot water boiler’ means a natural gas, propane,
or oil furnace or hot water boiler which achieves an an-
nual fuel utilization efficiency rate of not less than 95.”’

Subsec. (e)(1). Pub. L. 111-5, §1103(b)(2)(A), substituted
“and (8)” for <“(8), and (9)”.

Subsec. (2)(2). Pub. L. 111-5, §1121(e), substituted ‘‘De-
cember 31, 2010’ for ‘‘December 31, 2009°.

2008—Subsec. (¢)(1). Pub. L. 110-343, §302(e)(1), in in-
troductory provisions, inserted ‘‘, or an asphalt roof
with appropriate cooling granules,” before ‘‘which
meet the Energy Star program requirements’.

Subsec. (¢)(2)(D). Pub. L. 110-343, §302(e)(2), inserted
‘“‘or asphalt roof” after ‘“‘metal roof”’ and ‘‘or cooling
granules’ after ‘‘pigmented coatings’.

Subsec. (d)(2)(C). Pub. L. 110-343, §302(d)(2), amended
heading and text of subpar. (C) generally. Prior to
amendment, subpar. (C) related to requirements for
standards for central air conditioners, electric heat
pumps, and geothermal heat pumps.
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Subsec. (A)(3)(C), (D). Pub. L. 110-343, §302(d)(1), redes-
ignated subpars. (D) and (E) as (C) and (D), respec-
tively, and struck out former subpar. (C) which read as
follows: ‘‘a geothermal heat pump which—

‘(i) in the case of a closed loop product, has an en-
ergy efficiency ratio (EER) of at least 14.1 and a heat-
ing coefficient of performance (COP) of at least 3.3,

‘“(ii) in the case of an open loop product, has an en-
ergy efficiency ratio (EER) of at least 16.2 and a heat-
ing coefficient of performance (COP) of at least 3.6,
and

¢‘(iii) in the case of a direct expansion (DX) product,
has an energy efficiency ratio (EER) of at least 15 and
a heating coefficient of performance (COP) of at least
3.5,7.

Subsec. (A)(3)(E). Pub. L. 110-343, §302(d)(1), redesig-
nated subpar. (F) as (E). Former subpar. (E) redesig-
nated (D).

Pub. L. 110-343, §302(c), inserted ‘‘or a thermal effi-
ciency of at least 90 percent’’ after ‘0.80"’.

Subsec. (A)(3)(F). Pub. L. 110-343, §302(d)(1), redesig-
nated subpar. (F) as (E).

Pub. L. 110-343, §302(b)(1), added subpar. (F).

Subsec. (d)(6). Pub. L. 110-343, §302(b)(2), added par.
(6).

Subsec. (g). Pub. L. 110-343, §302(a), substituted
‘“‘placed in service—" for ‘‘placed in service after De-
cember 31, 2007 and added pars. (1) and (2).

2007—Subsec. (¢)(3). Pub. L. 110-172 substituted ‘‘part
3280’ for ‘‘section 3280”".

2005—Subsec. (b)(2). Pub. L. 109-135 substituted ‘‘sub-
section (¢)(2)(B)”’ for ‘‘subsection (¢)(3)(B)’’.

EFFECTIVE DATE OF 2015 AMENDMENT

Pub. L. 114-113, div. Q, title I, §181(c), Dec. 18, 2015, 129
Stat. 3072, provided that:

‘(1) EXTENSION.—The amendment made by subsection
(a) [amending this section] shall apply to property
placed in service after December 31, 2014.

‘“(2) MODIFICATION.—The amendments made by sub-
section (b) [amending this section] shall apply to prop-
erty placed in service after December 31, 2015.”

EFFECTIVE DATE OF 2014 AMENDMENT

Pub. L. 113-295, div. A, title I, §151(b), Dec. 19, 2014, 128
Stat. 4021, provided that: ‘“The amendment made by
this section [amending this section] shall apply to
property placed in service after December 31, 2013.”

EFFECTIVE DATE OF 2013 AMENDMENT

Pub. L. 112-240, title IV, §401(b), Jan. 2, 2013, 126 Stat.
2337, provided that: ‘“The amendment made by this sec-
tion [amending this section] shall apply to property
placed in service after December 31, 2011.”

EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-312, title VII, §710(c), Dec. 17, 2010, 124
Stat. 3315, provided that: ‘“The amendments made by
this section [amending this section] shall apply to
property placed in service after December 31, 2010.”

EFFECTIVE DATE OF 2009 AMENDMENT

Pub. L. 111-5, div. B, title I, §1103(c), Feb. 17, 2009, 123
Stat. 321, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendment made by this section [amending this
section and sections 25D and 48 to 48B of this title]
shall apply to periods after December 31, 2008, under
rules similar to the rules of section 48(m) of the Inter-
nal Revenue Code of 1986 (as in effect on the day before
the date of the enactment of the Revenue Reconcili-
ation Act of 1990 [Nov. 5, 1990]).

‘“(2) CONFORMING AMENDMENTS.—The amendments
made by subparagraphs (A) and (B) of subsection (b)(2)
[amending this section and section 25D of this title]
shall apply to taxable years beginning after December
31, 2008.”

Pub. L. 111-5, div. B, title I, §1121(f), Feb. 17, 2009, 123
Stat. 324, provided that:
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‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section] shall apply to taxable years beginning after
December 31, 2008.

‘“(2) EFFICIENCY STANDARDS.—The amendments made
by paragraphs (1), (2), and (3) of subsection (b) and sub-
sections (¢) and (d) shall apply to property placed in
service after the date of the enactment of this Act
[Feb. 17, 2009].”

EFFECTIVE DATE OF 2008 AMENDMENT

Pub. L. 110-343, div. B, title III, §302(f), Oct. 3, 2008, 122
Stat. 3845, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made [by] this section [amending this
section] shall apply to expenditures made after Decem-
ber 31, 2008.

‘“(2) MODIFICATION OF QUALIFIED ENERGY EFFICIENCY
IMPROVEMENTS.—The amendments made by subsection
(e) [amending this section] shall apply to property
placed in service after the date of the enactment of this
Act [Oct. 3, 2008].”

EFFECTIVE DATE
Pub. L. 109-58, title XIII, §1333(c), Aug. 8, 2005, 119
Stat. 1030, provided that: ‘“The amendments made by
this section [enacting this section and amending sec-

tion 1016 of this title] shall apply to property placed in
service after December 31, 2005.”’

§25D. Residential energy efficient property
(a) Allowance of credit

In the case of an individual, there shall be al-
lowed as a credit against the tax imposed by
this chapter for the taxable year an amount
equal to the sum of—

(1) 30 percent of the qualified solar electric
property expenditures made by the taxpayer
during such year,

(2) 30 percent of the qualified solar water
heating property expenditures made by the
taxpayer during such year,

(3) 30 percent of the qualified fuel cell prop-
erty expenditures made by the taxpayer dur-
ing such year,

(4) 30 percent of the qualified small wind en-
ergy property expenditures made by the tax-
payer during such year, and

(5) 30 percent of the qualified geothermal
heat pump property expenditures made by the
taxpayer during such year.

(b) Limitations
(1) Maximum credit for fuel cells

In the case of any qualified fuel cell property
expenditure, the credit allowed under sub-
section (a) (determined without regard to sub-
section (c¢)) for any taxable year shall not ex-
ceed $500 with respect to each half kilowatt of
capacity of the qualified fuel cell property (as
defined in section 48(c)(1)) to which such ex-
penditure relates.

(2) Certification of solar water heating prop-
erty

No credit shall be allowed under this section
for an item of property described in subsection
(d)(1) unless such property is certified for per-
formance by the non-profit Solar Rating Cer-
tification Corporation or a comparable entity
endorsed by the government of the State in
which such property is installed.

(¢) Carryforward of unused credit

If the credit allowable under subsection (a) ex-
ceeds the limitation imposed by section 26(a) for
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such taxable year reduced by the sum of the
credits allowable under this subpart (other than
this section), such excess shall be carried to the
succeeding taxable year and added to the credit
allowable under subsection (a) for such succeed-
ing taxable year.

(d) Definitions

For purposes of this section—

(1) Qualified solar water heating property ex-
penditure

The term ‘‘qualified solar water heating
property expenditure’’ means an expenditure
for property to heat water for use in a dwell-
ing unit located in the United States and used
as a residence by the taxpayer if at least half
of the energy used by such property for such
purpose is derived from the sun.

(2) Qualified solar electric property expendi-
ture

The term ‘‘qualified solar electric property
expenditure’” means an expenditure for prop-
erty which uses solar energy to generate elec-
tricity for use in a dwelling unit located in the
United States and used as a residence by the
taxpayer.

(3) Qualified fuel cell property expenditure

The term ‘‘qualified fuel cell property ex-
penditure’” means an expenditure for qualified
fuel cell property (as defined in section
48(c)(1)) installed on or in connection with a
dwelling unit located in the United States and
used as a principal residence (within the
meaning of section 121) by the taxpayer.

(4) Qualified small wind energy property ex-
penditure

The term ‘‘qualified small wind energy prop-
erty expenditure” means an expenditure for
property which uses a wind turbine to gen-
erate electricity for use in connection with a
dwelling unit located in the United States and
used as a residence by the taxpayer.

(5) Qualified geothermal heat pump property
expenditure

(A) In general

The term ‘‘qualified geothermal heat pump
property expenditure’” means an expenditure
for qualified geothermal heat pump property
installed on or in connection with a dwelling
unit located in the United States and used as
a residence by the taxpayer.

(B) Qualified geothermal heat pump property

The term ‘‘qualified geothermal heat pump
property’ means any equipment which—

(i) uses the ground or ground water as a
thermal energy source to heat the dwell-
ing unit referred to in subparagraph (A) or
as a thermal energy sink to cool such
dwelling unit, and

(ii) meets the requirements of the En-
ergy Star program which are in effect at
the time that the expenditure for such
equipment is made.

(e) Special rules
For purposes of this section—
(1) Labor costs

Expenditures for labor costs properly alloca-
ble to the onsite preparation, assembly, or
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original installation of the property described
in subsection (d) and for piping or wiring to
interconnect such property to the dwelling
unit shall be taken into account for purposes
of this section.
(2) Solar panels

No expenditure relating to a solar panel or
other property installed as a roof (or portion
thereof) shall fail to be treated as property de-
scribed in paragraph (1) or (2) of subsection (d)
solely because it constitutes a structural com-
ponent of the structure on which it is in-
stalled.

(3) Swimming pools, etc., used as storage me-
dium

Expenditures which are properly allocable to
a swimming pool, hot tub, or any other energy
storage medium which has a function other
than the function of such storage shall not be
taken into account for purposes of this sec-
tion.

(4) Fuel cell expenditure limitations in case of
joint occupancy

In the case of any dwelling unit with respect
to which qualified fuel cell property expendi-
tures are made and which is jointly occupied
and used during any calendar year as a resi-
dence by two or more individuals, the follow-
ing rules shall apply:

(A) Maximum expenditures for fuel cells

The maximum amount of such expendi-
tures which may be taken into account
under subsection (a) by all such individuals
with respect to such dwelling unit during
such calendar year shall be $1,667 in the case
of each half kilowatt of capacity of qualified
fuel cell property (as defined in section
48(c)(1)) with respect to which such expendi-
tures relate.

(B) Allocation of expenditures

The expenditures allocated to any individ-
ual for the taxable year in which such cal-
endar year ends shall be an amount equal to
the lesser of—

(i) the amount of expenditures made by
such individual with respect to such dwell-
ing during such calendar year, or

(ii) the maximum amount of such ex-
penditures set forth in subparagraph (A)
multiplied by a fraction—

(I) the numerator of which is the
amount of such expenditures with re-
spect to such dwelling made by such in-
dividual during such calendar year, and

(IT) the denominator of which is the
total expenditures made by all such indi-
viduals with respect to such dwelling
during such calendar year.

(5) Tenant-stockholder in cooperative housing
corporation

In the case of an individual who is a tenant-
stockholder (as defined in section 216) in a co-
operative housing corporation (as defined in
such section), such individual shall be treated
as having made his tenant-stockholder’s pro-
portionate share (as defined in section
216(b)(3)) of any expenditures of such corpora-
tion.
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(6) Condominiums
(A) In general

In the case of an individual who is a mem-
ber of a condominium management associa-
tion with respect to a condominium which
the individual owns, such individual shall be
treated as having made the individual’s pro-
portionate share of any expenditures of such
association.

(B) Condominium management association

For purposes of this paragraph, the term
‘“‘condominium management association’
means an organization which meets the re-
quirements of paragraph (1) of section 528(c)
(other than subparagraph (E) thereof) with
respect to a condominium project substan-
tially all of the units of which are used as
residences.

(7) Allocation in certain cases

If less than 80 percent of the use of an item
is for nonbusiness purposes, only that portion
of the expenditures for such item which is
properly allocable to use for nonbusiness pur-
poses shall be taken into account.

(8) When expenditure made; amount of expend-
iture

(A) In general

Except as provided in subparagraph (B), an
expenditure with respect to an item shall be
treated as made when the original installa-
tion of the item is completed.

(B) Expenditures part of building construc-
tion

In the case of an expenditure in connection
with the construction or reconstruction of a
structure, such expenditure shall be treated
as made when the original use of the con-
structed or reconstructed structure by the
taxpayer begins.

(f) Basis adjustments

For purposes of this subtitle, if a credit is al-
lowed under this section for any expenditure
with respect to any property, the increase in the
basis of such property which would (but for this
subsection) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.

(g) Termination

The credit allowed under this section shall not
apply to property placed in service after Decem-
ber 31, 2016.

(Added Pub. L. 109-58, title XIII, §1335(a), Aug. 8,
2005, 119 Stat. 1033; amended Pub. L. 109-135, title
IV, §402(1)1), (2), (3)(E), Dec. 21, 2005, 119 Stat.
2612, 2614; Pub. L. 109432, div. A, title II, §206,
Dec. 20, 2006, 120 Stat. 2945; Pub. L. 110-343, div.
B, title I, §106(a)-(c)(3)(A), (c)(4)—(e)(1), Oct. 3,
2008, 122 Stat. 3814-3816; Pub. L. 111-5, div. B,
title I, §§1103(b)(2)(B), 1122(a), Feb. 17, 2009, 123
Stat. 320, 324; Pub. L. 112-240, title I,
§104(c)(2)(F), Jan. 2, 2013, 126 Stat. 2322; Pub. L.
114-113, div. P, title III, §304(a), Dec. 18, 2015, 129
Stat. 3039.)

AMENDMENT OF SECTION

Pub. L. 114-113, div. P, title I1I, § 304, Dec. 18,
2015, 129 Stat. 3039, provided that, effective Jan.
1, 2017, this section is amended as follows:
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(1) in paragraphs (1) and (2) of subsection (a),
by striking ‘30 percent’’ each place it appears
and inserting ‘‘the applicable percentage’’;

(2) in subsection (g), by inserting ‘‘(December
31, 2021, in the case of any qualified solar elec-
tric property expenditures and qualified solar
water heating property expenditures)’’ before
the period at the end;

(3) by redesignating subsection (g9) as sub-
section (h); and

(4) by inserting after subsection (f) the follow-
ing new subsection:

(g) Applicable percentage

For purposes of paragraphs (1) and (2) of sub-
section (a), the applicable percentage shall be—

(1) in the case of property placed in service after
December 31, 2016, and before January 1, 2020, 30
percent,

(2) in the case of property placed in service after
December 31, 2019, and before January 1, 2021, 26
percent, and

(3) in the case of property placed in service after
December 31, 2020, and before January 1, 2022, 22
percent.

See 2015 Amendment notes below.
AMENDMENTS

2015—Subsec. (a)(1), (2). Pub. L. 114-113, §304(a)(1),
substituted ‘‘the applicable percentage’ for ‘30 per-
cent’’.

Subsec. (g). Pub. L. 114-113, §304(a)(4), added subsec.
(g). Former subsec. (g) redesignated (h).

Pub. L. 114-113, §304(a)(2), inserted ‘‘(December 31,
2021, in the case of any qualified solar electric property
expenditures and qualified solar water heating property
expenditures)’’ before period at end.

Subsec. (h). Pub. L. 114-113, §304(a)(3), redesignated
subsec. (g) as (h).

2013—Subsec. (¢). Pub. L. 112-240 amended subsec. (c)
generally. Prior to amendment, subsec. (¢) related to
limitation based on amount of tax and carryforward of
unused credit.

2009—Subsec. (b)(1). Pub. L. 111-5, §1122(a)(1), amend-
ed par. (1) generally. Prior to amendment, par. (1) re-
lated to maximum credit with respect to qualified solar
water heating property expenditures, qualified fuel cell
property, qualified small wind energy property expendi-
tures, and qualified geothermal heat pump property ex-
penditures.

Subsec. (e)(4). Pub. L. 111-5, §1122(a)(2)(A), added par.
heading and introductory provisions and struck out
former heading and introductory provisions. Former in-
troductory provisions read as follows: ‘“‘In the case of
any dwelling unit which is jointly occupied and used
during any calendar year as a residence by two or more
individuals the following rules shall apply:”’.

Subsec. (e)(4)(A). Pub. L. 111-5, §1122(a)(2)(A), added
subpar. (A) and struck out former subpar. (A) which re-
lated to maximum amount of expenditures allowed for
credit in jointly occupied dwelling units with respect
to qualified solar water heating property expenditures,
qualified fuel cell property, qualified small wind energy
property expenditures, and qualified geothermal heat
pump property expenditures.

Subsec. (e)(4)(C). Pub. L. 111-5, §1122(a)(2)(B), struck
out subpar. (C) which read as follows: ‘‘Subparagraphs
(A) and (B) shall be applied separately with respect to
expenditures described in paragraphs (1), (2), and (3) of
subsection (d).”

Subsec. (e)(9). Pub. L. 111-5, §1103(b)(2)(B), struck out
par. (9). Text read as follows: ‘“‘For purposes of deter-
mining the amount of expenditures made by any indi-
vidual with respect to any dwelling unit, there shall
not be taken into account expenditures which are made
from subsidized energy financing (as defined in section
48(a)(4)(0)).”
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2008—Subsec. (a)(4). Pub. L. 110-343, §106(c)(1), added
par. (4).

Subsec. (a)(5). Pub. L. 110-343, §106(d)(1), added par.
(5).

Subsec. (b)(1). Pub. L. 110-343, §106(b)(1), amended par.
(1) as amended by Pub. L. 110-343, §106(c)(2) and (d)(2),
by redesignating subpars. (B) to (E) as (A) to (D), re-
spectively, and striking out former subpar. (A) which
read as follows: ‘‘$2,000 with respect to any qualified
solar electric property expenditures,”.

Subsec. (b)(1)(D). Pub. L. 110-343, §106(c)(2), added sub-
par. (D).

Subsec. (b)(1)(E). Pub. L. 110-343, §106(d)(2), added sub-
par. (E).

Subsec. (¢). Pub. L. 110-343, §106(e)(1), amended head-
ing and text of subsec. (¢) generally. Prior to amend-
ment, subsec. (c¢) related to carryforward of unused
credit.

Subsec. (d)(4). Pub. L. 110-343, §106(c)(3)(A), added par.
@.
Subsec. (d)(5). Pub. L. 110-343, §106(d)(3), added par.
(®).
Subsec. (e)(4)(A). Pub. L. 110-343, §106(b)(2), amended
subpar. (A) as amended by Pub. L. 110-343, §106(c)(4) and
(d)(4), by redesignating cls. (ii) to (v) as (i) to (iv), re-
spectively, and striking out former cl. (i) which read as
follows: ‘‘$6,667 in the case of any qualified solar elec-
tric property expenditures,’’.

Subsec. (e)(4)(A)(iv). Pub. L. 110-343, §106(c)(4), added
cl. (dv).

Subsec. (e)(4)(A)(v). Pub. L. 110-343, §106(d)(4), added
cl. (v).

Subsec. (g). Pub. L. 110-343, §106(a), substituted ‘‘De-
cember 31, 2016’ for ‘‘December 31, 2008°".

2006—Subsecs. (a)(1), (b)(1)(A). Pub. L. 109-432,
§206(b)(1), substituted ‘‘solar electric property expendi-
tures” for ‘‘photovoltaic property expenditures’.

Subsec. (d)(2). Pub. L. 109-432, §206(b)(2), substituted
‘‘solar electric property expenditure’ for ‘‘photovoltaic
property expenditure’’ in heading and text.

Subsec. (e)(4)(A)({d). Pub. L. 109-432, §206(b)(1), sub-
stituted ‘‘solar electric property expenditures’” for
‘“‘photovoltaic property expenditures’’.

Subsec. (g). Pub. L. 109-432, §206(a), substituted 2008’
for <2007,

2005—Subsec. (b)(1). Pub. L. 109-135, §402(i)(1), inserted
‘‘(determined without regard to subsection (c))” after
‘‘subsection (a)’’ in introductory provisions.

Subsec. (c¢). Pub. L. 109-135, §402(i)(3)(E), reenacted
heading without change and amended text generally.
Prior to amendment, text read as follows: ‘‘If the credit
allowable under subsection (a) exceeds the limitation
imposed by section 26(a) for such taxable year reduced
by the sum of the credits allowable under this subpart
(other than this section), such excess shall be carried to
the succeeding taxable year and added to the credit al-
lowable under subsection (a) for such succeeding tax-
able year.”

Subsec. (e)(4)(A), (B). Pub. L. 109-135, §402(i)(2),
amended subpars. (A) and (B) generally. Prior to
amendment, subpars. (A) and (B) read as follows:

‘“(A) The amount of the credit allowable, under sub-
section (a) by reason of expenditures (as the case may
be) made during such calendar year by any of such indi-
viduals with respect to such dwelling unit shall be de-
termined by treating all of such individuals as 1 tax-
payer whose taxable year is such calendar year.

‘(B) There shall be allowable, with respect to such
expenditures to each of such individuals, a credit under
subsection (a) for the taxable year in which such cal-
endar year ends in an amount which bears the same
ratio to the amount determined under subparagraph
(A) as the amount of such expenditures made by such
individual during such calendar year bears to the ag-
gregate of such expenditures made by all of such indi-
viduals during such calendar year.”

EFFECTIVE DATE OF 2015 AMENDMENT

Pub. L. 114-113, div. P, title III, §304(b), Dec. 18, 2015,
129 Stat. 3040, provided that: ‘“The amendments made
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by this section [amending this section] shall take effect
on January 1, 2017.”

EFFECTIVE DATE OF 2013 AMENDMENT

Amendment by Pub. L. 112-240 applicable to taxable
years beginning after Dec. 31, 2011, see section 104(d) of
Pub. L. 112-240, set out as a note under section 23 of
this title.

EFFECTIVE DATE OF 2009 AMENDMENT

Amendment by section 1103(b)(2)(B) of Pub. L. 111-5
applicable to taxable years beginning after Dec. 31,
2008, see section 1103(c)(2) of Pub. L. 111-5, set out as a
note under section 25C of this title.

Pub. L. 111-5, div. B, title I, §1122(b), Feb. 17, 2009, 123
Stat. 324, provided that: ‘“The amendments made by
this section [amending this section] shall apply to tax-
able years beginning after December 31, 2008.”"

EFFECTIVE DATE OF 2008 AMENDMENT

Amendment by Pub. L. 110-343 applicable to taxable
years beginning after Dec. 31, 2007, except that amend-
ment by section 106(b) of Pub. L. 110-343 applicable to
taxable years beginning after Dec. 31, 2008, see section
106(£)(1), (2) of Pub. L. 110-343, set out as an Effective
and Termination Dates of 2008 Amendment note under
section 23 of this title.

EFFECTIVE AND TERMINATION DATES OF 2005
AMENDMENT

Amendment by section 402(i)(3)(E) of Pub. L. 109-135
subject to title IX of the Economic Growth and Tax Re-
lief Reconciliation Act of 2001, Pub. L. 107-16, §901, in
the same manner as the provisions of such Act to which
such amendment relates, see section 402(i)(3)(H) of Pub.
L. 109-135, set out as a note under section 23 of this
title. Title IX of Pub. L. 107-16 was repealed by Pub. L.
112-240, title I, §101(a)(1), Jan. 2, 2013, 126 Stat. 2315.

Amendments by Pub. L. 109-135 effective as if in-
cluded in the provisions of the Energy Policy Act of
2005, Pub. L. 109-58, to which they relate, except that
amendment by section 402(i)(3)(E) of Pub. L. 109-135 is
applicable to taxable years beginning after Dec. 31,
2005, see section 402(m) of Pub. L. 109-135, set out as a
note under section 23 of this title.

EFFECTIVE DATE
Section applicable to property placed in service after
Dec. 31, 2005, in taxable years ending after such date,
see section 1335(c) of Pub. L. 109-58, set out as an Effec-

tive and Termination Dates of 2005 Amendments note
under section 23 of this title.

§26. Limitation based on tax liability; definition
of tax liability

(a) Limitation based on amount of tax

The aggregate amount of credits allowed by
this subpart for the taxable year shall not ex-
ceed the sum of—

(1) the taxpayer’s regular tax liability for
the taxable year reduced by the foreign tax
credit allowable under section 27(a), and

(2) the tax imposed by section 55(a) for the
taxable year.

(b) Regular tax liability
For purposes of this part—
(1) In general

The term ‘‘regular tax liability’’ means the
tax imposed by this chapter for the taxable
year.

(2) Exception for certain taxes

For purposes of paragraph (1), any tax im-
posed by any of the following provisions shall
not be treated as tax imposed by this chapter:
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(A) section 55 (relating to minimum tax),

[(B) Repealed. Pub. L. 113-295, div. A, title
II, §221(a)(12)(B), Dec. 19, 2014, 128 Stat. 4038.]

(C) subsection (m)(b)(B), (a), (t), or (v) of
section 72 (relating to additional taxes on
certain distributions),

(D) section 143(m) (relating to recapture of
proration of Federal subsidy from use of
mortgage bonds and mortgage credit certifi-
cates),

(E) section 530(d)(4) (relating to additional
tax on certain distributions from Coverdell
education savings accounts),

(F) section 531 (relating to accumulated
earnings tax),

(G) section 541 (relating to personal hold-
ing company tax),

(H) section 1351(d)(1) (relating to recover-
ies of foreign expropriation losses),

(I) section 1374 (relating to tax on certain
built-in gains of S corporations),

(J) section 1375 (relating to tax imposed
when passive investment income of corpora-
tion having subchapter C earnings and prof-
its exceeds 25 percent of gross receipts),

(K) subparagraph (A) of section 7518(g)(6)
(relating to nonqualified withdrawals from
capital construction funds taxed at highest
marginal rate),

(L) sections 871(a) and 881 (relating to cer-
tain income of nonresident aliens and for-
eign corporations),

(M) section 860E(e) (relating to taxes with
respect to certain residual interests),

(N) section 884 (relating to branch profits
tax),

(O) sections 453(1)(3) and 4563A(c) (relating
to interest on certain deferred tax liabil-
ities),

(P) section 860K! (relating to treatment of
transfers of high-yield interests to disquali-
fied holders),

(Q) section 220(f)(4) (relating to additional
tax on Archer MSA distributions not used
for qualified medical expenses),

(R) section 138(c)(2) (relating to penalty for
distributions from Medicare Advantage MSA
not used for qualified medical expenses if
minimum balance not maintained),

(S) sections 106(e)(3)(A)(i),
223(b)(8)(B)(1)(IT), and 408(d)(9)(D)(E)(IT) (re-
lating to certain failures to maintain high
deductible health plan coverage),

(T) section 170(0)(3)(B) (relating to recap-
ture of certain deductions for fractional
gifts),

(U) section 223(f)(4) (relating to additional
tax on health savings account distributions
not used for qualified medical expenses),

(V) subsections (a)(1)(B)(i) and (b)(4)(A) of
section 409A (relating to interest and addi-
tional tax with respect to certain deferred
compensation),

(W) section 36(f) (relating to recapture of
homebuyer credit),

(X) section 457A(c)(1)(B) (relating to deter-
minability of amounts of compensation), and

(Y) section 529A(c)(3)(A) (relating to addi-
tional tax on ABLE account distributions
not used for qualified disability expenses).

1See References in Text note below.
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(c) Tentative minimum tax

For purposes of this part, the term ‘‘tentative
minimum tax” means the amount determined
under section 55(b)(1).

(Added §25, renumbered §26, Pub. L. 98-369, div.
A, title IV, §472, title VI, §612(a), July 18, 1984,
98 Stat. 827, 905; amended Pub. L. 99-499, title V,
§516(b)(1)(A), Oct. 17, 1986, 100 Stat. 1770; Pub. L.
99-514, title II, §261(c), title VI, §632(c)(1), title
VII, §701(c)(1), Oct. 22, 1986, 100 Stat. 2214, 2277,
2340; Pub. L. 100-647, title I, §§1006(t)(16)(C),
1007(g)(1), 1011A(c)(10), 1012(q)(8), title IV,
§4005(g)(4), title V, §5012(b)(2), Nov. 10, 1988, 102
Stat. 3425, 3434, 3476, 3524, 3650, 3662; Pub. L.
101-239, title VII, §§7811(c)(1), (2), 7821(a)(4)(A),
Dec. 19, 1989, 103 Stat. 2406, 2407, 2424; Pub. L.
104-188, title I, §1621(b)(1), Aug. 20, 1996, 110 Stat.
1866; Pub. L. 105-34, title II, §213(e)(1), title XVI,
§1602(a)(1), Aug. 5, 1997, 111 Stat. 817, 1093; Pub.
L. 1056-277, div. J, title II, §2001(a), Oct. 21, 1998,
112 Stat. 2681-901; Pub. L. 106-170, title V, §501(a),
Dec. 17, 1999, 113 Stat. 1918; Pub. L. 106-554,
§1(a)(7) [title II, §202(a)(1)], Dec. 21, 2000, 114
Stat. 2763, 2763A-628; Pub. L. 107-16, title II,
§§201(b)(2)(D), 202(f)(2)(C), title VI, §618(b)(2)(C),
June 7, 2001, 115 Stat. 46, 49, 108; Pub. L. 107-22,
§1(0)(2)(A), July 26, 2001, 115 Stat. 197; Pub. L.
107-147, title IV, §§4156(a), 417(23)(B), title VI,
§601(a), Mar. 9, 2002, 116 Stat. 54, 57, 59; Pub. L.
108-311, title III, §312(a), title IV, §§401(a)d),
408(a)(5)(A), Oct. 4, 2004, 118 Stat. 1181, 1183, 1191;
Pub. L. 109-135, title IV, §§403(hh)(1), 412(c), Dec.
21, 2005, 119 Stat. 2631, 2636; Pub. L. 109-222, title
IT1, §302(a), May 17, 2006, 120 Stat. 353; Pub. L.
110-166, §3(a), Dec. 26, 2007, 121 Stat. 2461; Pub. L.
110-172, §11(a)(3), Dec. 29, 2007, 121 Stat. 2484;
Pub. L. 110-289, div. C, title I, §3011(b)(1), July 30,
2008, 122 Stat. 2891; Pub. L. 110-343, div. B, title
I, §106(e)(2)(D), title II, §205(d)(1)(D), div. C, title
I, §101(a), title VIII, §801(b), Oct. 3, 2008, 122 Stat.
3817, 3839, 3863, 3931; Pub. L. 111-5, div. B, title I,
§§1004(b)(3), 1011(a), 1142(b)(1)(D), 1144(b)(1)(D),
Feb. 17, 2009, 123 Stat. 314, 319, 330, 332; Pub. L.
111-148, title X, §10909(b)(2)(E), (c), Mar. 23, 2010,
124 Stat. 1023; Pub. L. 111-312, title I, §101(b)(1),
title II, §202(a), Dec. 17, 2010, 124 Stat. 3298, 3299;
Pub. L. 112-240, title I, §104(c)(1), Jan. 2, 2013, 126
Stat. 2321; Pub. L. 113-295, div. A, title II,
§221(a)(12)(B), div. B, title I, §102(e)(1), Dec. 19,
2014, 128 Stat. 4038, 4062.)

REFERENCES IN TEXT

Section 860K, referred to in subsec. (b)(2)(P), was re-
pealed by Pub. L. 108-357, title VIII, §835(a), Oct. 22,
2004, 118 Stat. 1593.

AMENDMENTS

2014—Subsec. (b)(2)(B). Pub. L. 113-295, §221(a)(12)(B),
struck out subpar. (B) which read as follows: ‘‘section
59A (relating to environmental tax),”.

Subsec. (b)(2)(Y). Pub. L. 113-295, §102(e)(1), added sub-
par. (Y).

2013—Subsec. (a). Pub. L. 112-240 amended subsec. (a)
generally. Prior to amendment, subsec. (a) related to
limitation based on amount of tax with a special rule
for taxable years 2000 through 2011.

2010—Subsec. (a)(1). Pub. L. 111-148, §10909(b)(2)(E),
(¢), as amended by Pub. L. 111-312, §101(b)(1), tempo-
rarily struck out ‘23, before ‘‘24,”” in introductory pro-
visions. See Effective and Termination Dates of 2010
Amendment note below.

Subsec. (a)(2). Pub. L. 111-312, §202(a), substituted
2011 for ‘2009’ in heading and ‘2009, 2010, or 2011 for
“or 2009’ in introductory provisions.
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2009—Subsec. (a)(1). Pub. L. 111-5, §1144(b)(1)(D), in-
serted ‘‘30B,”’ after ‘‘30,” in introductory provisions.

Pub. L. 111-5, §1142(b)(1)(D), inserted ‘30,” after
¢256D,” in introductory provisions.

Pub. L. 111-5, §1004(b)(3), inserted ‘‘25A(i),” after ‘‘24,”
in introductory provisions.

Subsec. (a)(2). Pub. L. 111-5, §1011(a), substituted
€¢2009”” for ‘2008’ in heading and ‘2008, or 2009’ for ‘‘or
2008’ in introductory provisions.

2008—Subsec. (a)(1). Pub. L. 110-343, §205(d)(1)(D), sub-
stituted ‘25D, and 30D’ for ‘‘and 25D’’ in introductory
provisions.

Pub. L. 110-343, §106(e)(2)(D), substituted ‘‘25B, and
25D for ‘‘and 25B”’ in introductory provisions.

Subsec. (a)(2). Pub. L. 110-343, §101(a), substituted
42008 for ‘2007’ in heading and ‘2007, or 2008’ for ‘‘or
2007 in introductory provisions.

Subsec. (b)(2)(W). Pub. L. 110-289 added subpar. (W).

Subsec. (b)(2)(X). Pub. L. 110-343, §801(b), added sub-
par. (X).

2007—Subsec. (a)(2). Pub. L. 110-166 substituted ‘2007
for ¢“2006° in heading and ‘2006, or 2007’ for ‘‘or 2006’
in introductory provisions.

Subsec. (b)(2)(S) to (V). Pub. L. 110-172 added subpars.
(S) and (T) and redesignated former subpars. (S) and (T)
as (U) and (V), respectively.

2006—Subsec. (a)(2). Pub. L. 109-222 substituted ‘2006’
for ‘2005’ in heading and ‘2005, or 2006’ for ‘‘or 2005’
in introductory provisions.

2005—Subsec. (b)(2)(E). Pub. L. 109-135, §412(c), sub-
stituted ‘‘section 530(d)(4)’’ for ‘‘section 530(d)(3)”.

Subsec. (b)(2)(T). Pub. L. 109-135, §403(hh)(1), added
subpar. (T).

2004—Subsec. (a)(2). Pub. L. 108-311, §312(a), sub-
stituted ‘‘rule for taxable years 2000 through 2005’ for
“‘rule for 2000, 2001, 2002, and 2003’ in heading and ‘2003,
2004, or 2005 for ‘‘or 2003’ in text.

Subsec. (b)(2)(R). Pub. L. 108-311, §408(a)(5)(A), sub-
stituted ‘““Medicare Advantage MSA” for
‘“Medicare+Choice MSA”.

Subsec. (b)(2)(S). Pub. L. 108-311, §401(a)(1), added sub-
par. (S).

2002—Subsec. (a)(1). Pub. L. 107-147, §417(23)(B),
amended directory language of Pub. L. 107-16,
§618(b)(2)(C). See 2001 Amendment note below.

Subsec. (a)(2). Pub. L. 107-147, §601(a), substituted
“‘rule for 2000, 2001, 2002, and 2003’ for ‘‘rule for 2000 and
2001 in heading and ‘‘during 2000, 2001, 2002, or 2003,
for ‘‘during 2000 or 2001,” in introductory provisions.

Subsec. (0)(2)(P), (Q). Pub. L. 107-147, §415(a), which
directed striking ‘‘and” at end of subpar. (P) and sub-
stituting ‘‘, and” for the period at the end of subpar.
(Q), was executed to subpars. (P) and (Q) as redesig-
nated by Pub. L. 105-34, §213(e)(1), to reflect the prob-
able intent of Congress. See 1997 Amendment notes
below.

Subsec. (b)(2)(R). Pub. L. 107-147, §415(a), added sub-
par. (R).

2001—Subsec. (a)(1). Pub. L. 107-16, §618(b)(2)(C), as
amended by Pub. L. 107-147, §417(23)(B), substituted
‘., 24, and 256B” for ‘‘and 24" in introductory provisions.

Pub. L. 107-16, §202(f)(2)(C), substituted ‘‘sections 23
and 24" for ‘‘section 24’ in introductory provisions.

Pub. L. 107-16, §201(b)(2)(D), inserted ‘‘(other than
section 24) after ‘‘this subpart’ in introductory provi-
sions.

Subsec. (b)(2)(E). Pub. L. 107-22 substituted ‘‘Cover-
dell education savings’ for ‘‘education individual re-
tirement’’.

2000—Subsec. (b)(2)(Q). Pub. L. 106-554 substituted
‘“Archer MSA” for ‘“‘medical savings account’.

1999—Subsec. (a). Pub. L. 106-170 reenacted subsec.
heading without change and amended text generally.
Prior to amendment, text read as follows: ‘“The aggre-
gate amount of credits allowed by this subpart for the
taxable year shall not exceed the excess (if any) of—

‘(1) the taxpayer’s regular tax liability for the tax-
able year, over

‘(2) the tentative minimum tax for the taxable
yvear (determined without regard to the alternative
minimum tax foreign tax credit).
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For purposes of paragraph (2), the taxpayer’s tentative
minimum tax for any taxable year beginning during
1998 shall be treated as being zero.”

1998—Subsec. (a). Pub. L. 105-277 inserted concluding
provisions.

1997—Subsec. (b)(2)(E) to (0). Pub. L. 105-34, §213(e)(1),
added subpar. (E) and redesignated former subpars. (E)
to (N) as (F) to (0), respectively. Former subpar. (O) re-
designated (P).

Subsec. (b)(2)(P). Pub. L. 105-34, §213(e)(1), redesig-
nated subpar. (P) as (Q).

Pub. L. 105-34, §1602(a)(1), added subpar. (P).

Subsec. (b)(2)(Q). Pub. L. 105-34, §213(e)(1), redesig-
nated subpar. (P) as (Q).

1996—Subsec. (b)(2)(0). Pub. L. 104-188 added subpar.

(0).

1989—Subsec. (b)(2)(C), (D). Pub. L. 101-239, §7811(c)(1),
amended subpars. (C) and (D) generally. Prior to
amendment, subpars. (C) and (D) read as follows:

“(C) subsection (m)(5)(B) (q), or (v) of section 72 (re-
lating to additional tax on certain distributions),

‘(D) section T2(t) (relating to 10-percent additional
tax on early distributions from qualified retirement
plans),”.

Subsec. (b)(2)(K). Pub. L. 101-239, §7811(c)(2), added
subpar. (K) and struck out former subpar. (K) which
was identical.

Subsec. (b)(2)(L), (M). Pub. L. 101-239, §7811(c)(2),
added subpars. (L) and (M) and struck out former sub-
pars. (L) and (M) which read as follows:

‘(L) section 860E(e) (relating to taxes with respect to
certain residual interests), and

‘(L) section 884 (relating to branch profits tax), and

‘(M) section 143(m) (relating to recapture of portion
of federal subsidy from use of mortgage bonds and
mortgage credit certificates).”

Subsec. (b)(2)(N). Pub. L. 101-239, §7821(a)(4)(A), which
directed amendment of subsec. (b)(2) of this section ‘‘as
amended by section 11811 by adding subpar. (N), was
executed as if it directed amendment of subsec. (b)(2) of
this section ‘‘as amended by section 7811”°, to reflect
the probable intent of Congress and the renumbering of
section 11811 of H.R. 3299 as section 7811 prior to the en-
actment of H.R. 3299 into law as Pub. L. 101-239.

1988—Subsec. (b)(2)(C). Pub. L. 100-647,
§1011A(c)(10)(A), struck out *‘, (0)(2),” after ‘‘subsection

(m)(5)(B)”.

Pub. L. 100-647, §5012(b)(2), substituted ‘“(q), or (v)”’
for “‘or (q)”’.

Subsec. (b)(2)(D). Pub. L. 100-647, §1011A(c)(10)(B),

substituted ‘72(t) (relating to 10-percent additional tax
on early distributions from qualified retirement
plans)”’ for ‘°408(f) (relating to additional tax on income
from certain retirement accounts)’’.

Subsec. (b)(2)(K). Pub. L. 100-647, §1007(g)(1),
stituted ‘‘corporations).” for ‘‘corporations,”’.

Subsec. (b)(2)(L). Pub. L. 100-647, §1012(q)(8), added
subpar. (L) relating to branch profits tax.

Pub. L. 100-647, §1006(t)(16)(C), added subpar. (L) re-
lating to taxes with respect to certain residual inter-
ests.

Subsec. (b)(2)(M). Pub. L. 100-647, §4005(g)(4), added
subpar. (M).

1986—Subsec. (a). Pub. L. 99-514, §701(c)(1)(A), amend-
ed subsec. (a) generally. Prior to amendment, subsec.
(a) read as follows: ‘“The aggregate amount of credits
allowed by this subpart for the taxable year shall not
exceed the taxpayer’s tax liability for such taxable
year.”

Subsec. (b). Pub. L. 99-514, §701(c)(1)(B)(1), (v), sub-
stituted ‘‘Regular tax liability” for ‘‘Tax liability’’ in
heading and ‘‘this part” for ‘‘this section” in introduc-
tory provisions.

Subsec. (b)(1). Pub. L. 99-514, §701(c)(1)(B)(ii), sub-
stituted ‘‘regular tax liability’ for ‘‘tax liability’’.

Subsec. (b)(2). Pub. L. 99499 added subpar. (B) and re-
designated former subpars. (B) to (J) as (C) to (K), re-
spectively.

Pub. L. 99-514, §701(c)(1)(B)(iii), substituted ‘‘section
55 (relating to minimum tax)’’ for ‘‘section 56 (relating
to corporate minimum tax)’’ in subpar. (A).

sub-
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Pub. L. 99-514, §632(c)(1), substituted ‘‘certain built-in
gaings’ for ‘‘certain capital gains’ in subpar. (G).

Pub. L. 99-514, §261(c), added subpar. (I).

Pub. L. 99-514, §701(c)(1)(B)(iv), added subpar. (J).

Subsec. (¢). Pub. L. 99-514, §701(c)(1)(C), amended sub-
sec. (c) generally, substituting provisions relating to
tentative minimum tax for provisions referring to sec-
tion 55(c) of this title for similar rule for alternative
minimum tax for taxpayers other than corporations.

EFFECTIVE DATE OF 2014 AMENDMENT

Amendment by section 221(a)(12)(B) of Pub. L. 113-295
effective Dec. 19, 2014, subject to a savings provision,
see section 221(b) of div. A of Pub. L. 113-295, set out as
a note under section 1 of this title.

Amendment by section 102(e)(1) of Pub. L. 113-295 ap-
plicable to taxable years beginning after Dec. 31, 2014,
see section 102(f)(1) of div. B of Pub. L. 113-295, set out
as a note under section 552a of Title 5, Government Or-
ganization and Employees.

EFFECTIVE DATE OF 2013 AMENDMENT

Amendment by Pub. L. 112-240 applicable to taxable
years beginning after Dec. 31, 2011, see section 104(d) of
Pub. L. 112-240, set out as a note under section 23 of
this title.

EFFECTIVE AND TERMINATION DATES OF 2010
AMENDMENT

Pub. L. 111-312, title II, §202(b), Dec. 17, 2010, 124 Stat.
3299, provided that: ‘“The amendments made by this
section [amending this section] shall apply to taxable
years beginning after December 31, 2009.”’

Amendment by Pub. L. 111-148 terminated applicable
to taxable years beginning after Dec. 31, 2011, and sec-
tion is amended to read as if such amendment had
never been enacted, see section 10909(c) of Pub. L.
111-148, set out as a note under section 1 of this title.

Amendment by Pub. L. 111-148 applicable to taxable
years beginning after Dec. 31, 2009, see section 10909(d)
of Pub. L. 111-148, set out as a note under section 1 of
this title.

EFFECTIVE DATE OF 2009 AMENDMENT

Amendment by section 1004(b)(3) of Pub. L. 111-5 ap-
plicable to taxable years beginning after Dec. 31, 2008,
see section 1004(d) of Pub. L. 111-5, set out as an Effec-
tive and Termination Dates of 2009 Amendment note
under section 24 of this title.

Pub. L. 111-5, div. B, title I, §1011(b), Feb. 17, 2009, 123
Stat. 319, provided that: ‘“The amendments made by
this section [amending this section] shall apply to tax-
able years beginning after December 31, 2008.”’

Amendment by section 1142(b)(1)(D) of Pub. L. 111-5
applicable to vehicles acquired after Feb. 17, 2009, see
section 1142(c) of Pub. L. 111-5, set out as an Effective
and Termination Dates of 2009 Amendment note under
section 24 of this title.

Amendment by section 1144(b)(1)(D) of Pub. L. 111-5
applicable to taxable years beginning after Dec. 31,
2008, see section 1144(c) of Pub. L. 111-5, set out as an
Effective and Termination Dates of 2009 Amendment
note under section 24 of this title.

EFFECTIVE DATE OF 2008 AMENDMENT

Amendment by section 106(e)(2)(D) of Pub. L. 110-343
applicable to taxable years beginning after Dec. 31,
2007, see section 106(f)(1) of div. B of Pub. L. 110-343, set
out as an Effective and Termination Dates of 2008
Amendment note under section 23 of this title.

Amendment by section 205(d)(1)(D) of Pub. L. 110-343
applicable to taxable years beginning after Dec. 31,
2008, see section 205(e) of div. B of Pub. L. 110-343, set
out as an Effective and Termination Dates of 2008
Amendment note under section 24 of this title.

Pub. L. 110-343, div. C, title I, §101(b), Oct. 3, 2008, 122
Stat. 3863, provided that: “The amendments made by
this section [amending this section] shall apply to tax-
able years beginning after December 31, 2007.”’
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Amendment by section 801(b) of Pub. L. 110-343 appli-
cable to amounts deferred which are attributable to
services performed after Dec. 31, 2008, with certain ex-
ceptions, see section 801(d) of div. C of Pub. L. 110-343,
set out as an Effective Date note under section 457A of
this title.

Pub. L. 110-289, div. C, title I, §3011(c), July 30, 2008,
122 Stat. 2891, provided that: ‘“‘“The amendments made
by this section [enacting section 36 of this title, amend-
ing this section and section 6211 of this title and sec-
tion 1324 of Title 31, Money and Finance, and renumber-
ing former section 36 of this title as section 37 of this
title] shall apply to residences purchased on or after
April 9, 2008, in taxable years ending on or after such
date.”

EFFECTIVE DATE OF 2007 AMENDMENT

Pub. L. 110-166, §3(b), Dec. 26, 2007, 121 Stat. 2461, pro-
vided that: ‘“The amendments made by this section
[amending this section] shall apply to taxable years be-
ginning after December 31, 2006.”

EFFECTIVE DATE OF 2006 AMENDMENT

Pub. L. 109-222, title III, §302(b), May 17, 2006, 120
Stat. 353, provided that: ‘“The amendments made by
this section [amending this section] shall apply to tax-
able years beginning after December 31, 2005.”"

EFFECTIVE DATE OF 2005 AMENDMENT

Pub. L. 109-135, title IV, §403(nn), Dec. 21, 2005, 119
Stat. 2632, provided that: ‘“The amendments made by
this section [see Tables for classification] shall take ef-
fect as if included in the provisions of the American
Jobs Creation Act of 2004 [Pub. L. 108-357] to which
they relate.”

EFFECTIVE DATE OF 2004 AMENDMENT

Pub. L. 108-311, title III, §312(c), Oct. 4, 2004, 118 Stat.
1181, provided that: ‘“The amendments made by this
section [amending this section and section 904 of this
title] shall apply to taxable years beginning after De-
cember 31, 2003.”’

Pub. L. 108-311, title IV, §401(b), Oct. 4, 2004, 118 Stat.
1183, provided that: ‘“The amendments made by sub-
section (a) [amending this section and section 35 of this
title] shall take effect as if included in section 1201 of
the Medicare Prescription Drug, Improvement, and
Modernization Act of 2003 [Pub. L. 108-173].”

EFFECTIVE DATE OF 2002 AMENDMENT

Pub. L. 107-147, title IV, §415(b), Mar. 9, 2002, 116 Stat.
54, provided that: ‘“The amendment made by this sec-
tion [amending this section] shall take effect as if in-
cluded in section 4006 of the Balanced Budget Act of
1997 [Pub. L. 105-33].”

Pub. L. 107-147, title VI, §601(c), Mar. 9, 2002, 116 Stat.
59, provided that: ‘“The amendments made by this sec-
tion [amending this section and section 904 of this title]
shall apply to taxable years beginning after December
31, 2001.”

EFFECTIVE DATE OF 2001 AMENDMENT

Amendment by Pub. L. 107-16 inapplicable to taxable
years beginning during 2004 or 2005, see section 312(b)(2)
of Pub. L. 108-311, set out as a note under section 23 of
this title.

Amendment by Pub. L. 107-16 inapplicable to taxable
years beginning during 2002 and 2003, see section
601(b)(2) of Pub. L. 107-147, set out as a note under sec-
tion 23 of this title.

Pub. L. 107-22, §1(c), July 26, 2001, 115 Stat. 197, pro-
vided that: ‘“The amendments made by this section
[amending this section and sections 72, 135, 529, 530,
4973, 4975, and 6693 of this title] shall take effect on the
date of the enactment of this Act [July 26, 2001].”

Amendment by section 201(b)(2)(D) of Pub. L. 107-16
applicable to taxable years beginning after Dec. 31,
2001, see section 201(e)(2) of Pub. L. 107-16, set out as a
note under section 24 of this title.
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Amendment by section 202(f)(2)(C) of Pub. L. 107-16
applicable to taxable years beginning after Dec. 31,
2001, see section 202(g)(1) of Pub. L. 107-16, set out as a
note under section 23 of this title.

Amendment by section 618(b)(2)(C) of Pub. L. 107-16
applicable to taxable years beginning after Dec. 31,
2001, see section 618(d) of Pub. L. 107-16, set out as a
note under section 24 of this title.

EFFECTIVE DATE OF 1999 AMENDMENT

Amendment by Pub. L. 106-170 applicable to taxable
years beginning after Dec. 31, 1998, see section 501(c) of
Pub. L. 106-170, set out as a note under section 24 of
this title.

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by Pub. L. 105-277 applicable to taxable
years beginning after Dec. 31, 1997, see section 2001(c) of
Pub. L. 105-277, set out as a note under section 24 of
this title.

EFFECTIVE DATE OF 1997 AMENDMENT

Pub. L. 105-34, title II, §213(f), Aug. 5, 1997, 111 Stat.
817, provided that: ““The amendments made by this sec-
tion [enacting section 530 of this title and amending
this section and sections 135, 4973, 4975, and 6693 of this
title] shall apply to taxable years beginning after De-
cember 31, 1997.”

Pub. L. 105-34, title XVI, §1602(i), Aug. 5, 1997, 111
Stat. 1096, provided that: ‘“The amendments made by
this section [amending this section and sections 162,
220, 264, 877, 2107, 2501, 4975, 6050Q, 6652, 6693, 6724, and
7702B of this title, renumbering section 6039F of this
title as section 6039G of this title, and amending provi-
sions set out as a note under section 264 of this title]
shall take effect as if included in the provisions of the
Health Insurance Portability and Accountability Act of
1996 [Pub. L. 104-191] to which such amendments re-
late.”

EFFECTIVE DATE OF 1996 AMENDMENT

Pub. L. 104-188, title I, §1621(d), Aug. 20, 1996, 110 Stat.
1867, provided that: ‘“The amendments made by this
section [enacting sections 860H to 860L of this title and
amending this section and sections 56, 382, 582, 856,
860G, 1202, and 7701 of this title] shall take effect on
September 1, 1997.”

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by section 7811(c)(1), (2) of Pub. L. 101-239
effective, except as otherwise provided, as if included in
the provision of the Technical and Miscellaneous Reve-
nue Act of 1988, Pub. L. 100-647, to which such amend-
ment relates, see section 7817 of Pub. L. 101-239, set out
as a note under section 1 of this title.

Pub. L. 101-239, title VII, §7823, Dec. 19, 1989, 103 Stat.
2425, provided that: ‘‘Except as otherwise provided in
this part [part II (§§7821-7823) of subtitle H of title VII
of Pub. L. 101-239, amending this section and sections
453A, 842, 1503, 6427, 6655, 6863, 7519, 7611, 9502, 9503, and
9508 of this title and enacting provisions set out as
notes under sections 56 and 7519 of this title], any
amendment made by this part shall take effect as if in-
cluded in the provision of the 1987 Act [Pub. L. 100-203,
title X] to which such amendment relates.”

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 1006(t)(16)(C) of Pub. L. 100-647
applicable, with certain exceptions, to transfers after
Mar. 31, 1988, and to excess inclusions for periods after
Mar. 31, 1988, see section 1006(t)(16)(D)(ii)—(iv) of Pub. L.
100-647, set out as a note under section 860E of this
title.

Amendment by sections 1007(g)(1), 1011A(c)(10), and
1012(q)(8) of Pub. L. 100-647 effective, except as other-
wise provided, as if included in the provision of the Tax
Reform Act of 1986, Pub. L. 99-514, to which such
amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.



Page 103

Amendment by section 4005(g)(4) of Pub. L. 100-647 ap-
plicable, with certain exceptions, to financing provided,
and mortgage credit certificates issued, after Dec. 31,
1990, see section 4005(h)(3) of Pub. L. 100-647, set out as
a note under section 143 of this title.

Amendment by section 5012(b)(2) of Pub. L. 100-647 ap-
plicable to contracts entered into on or after June 21,
1988, with special rule where death benefit increases by
more than $150,000, certain other material changes
taken into account, and certain exchanges permitted,
see section 5012(e) of Pub. L. 100-647, set out as an Effec-
tive Date note under section 7702A of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 261(c) of Pub. L. 99-514 appli-
cable to taxable years beginning after Dec. 31, 1986, see
section 261(g) of Pub. L. 99-514, set out as an Effective
Date note under section 7518 of this title.

Amendment by section 632(c)(1) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
but only in cases where the return for the taxable year
is filed pursuant to an S election made after Dec. 31,
1986, see section 633(b) of Pub. L. 99-514, as amended, set
out as an Effective Date note under section 336 of this
title.

Amendment by section 632(c)(1) of Pub. L. 99-514 not
applicable in the case of certain transactions, see sec-
tion 54(d)(3)(D) of Pub. L. 98-369, as amended, set out as
an Effective Date of 1984 Amendment note under sec-
tion 311 of this title.

Amendment by section 701(c)(1) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
with certain exceptions and qualifications, see section
701(f) of Pub. L. 99-514, set out as an Effective Date note
under section 55 of this title.

Pub. L. 99-499, title V, §516(c), Oct. 17, 1986, 100 Stat.
1772, provided that: ‘“The amendments made by this
section [enacting section 59A of this title and amending
this section and sections 164, 275, 936, 1561, 6154, 6425,
and 6655 of this title] shall apply to taxable years be-
ginning after December 31, 1986.”’

EFFECTIVE DATE

Section applicable to taxable years beginning after
Dec. 31, 1983, and to carrybacks from such years, see
section 475(a) of Pub. L. 98-369, set out as an Effective
Date of 1984 Amendment note under section 21 of this
title.

APPLICABILITY OF CERTAIN AMENDMENTS BY PUBLIC
LAW 99-514 IN RELATION TO TREATY OBLIGATIONS OF
UNITED STATES

For applicability of amendment by section 701(c)(1) of
Pub. L. 99-514 notwithstanding any treaty obligation of
the United States in effect on Oct. 22, 1986, with provi-
sion that for such purposes any amendment by title I
of Pub. L. 100-647 be treated as if it had been included
in the provision of Pub. L. 99-514 to which such amend-
ment relates, see section 1012(aa)(2), (4) of Pub. L.
100-647, set out as a note under section 861 of this title.

TREATMENT OF TAX IMPOSED UNDER FORMER SECTION
409(c)

Pub. L. 98-369, div. A, title IV, §491(f)(5), July 18, 1984,
98 Stat. 853, as amended by Pub. L. 99-514, §2, Oct. 22,
1986, 100 Stat. 2095, provided that: ‘‘For purposes of sec-
tion 26(b) of the Internal Revenue Code of 1986 [for-
merly IL.LR.C. 1954] (as amended by this Act), any tax im-
posed by section 409(c) of such Code (as in effect before
its repeal by this section) shall be treated as a tax im-
posed by section 408(f) of such Code.”’

SUBPART B—OTHER CREDITS

Sec.

7. Taxes of foreign countries and possessions of
the United States; possession tax credit.

[28, 29. Renumbered.]

[30. Repealed.]
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Sec.

30A. Puerto Rico economic activity credit.

30B. Alternative motor vehicle credit.

30C. Alternative fuel vehicle refueling property
credit.

30D. New qualified plug-in electric drive motor ve-
hicles.

AMENDMENTS

2014—Pub. L. 113-295, div. A, title II, §221(a)(2)(A),
Dec. 19, 2014, 128 Stat. 4037, struck out item 30 ‘‘Certain
plug-in electric vehicles’.

2009—Pub. L. 111-5, div. B, title I, §1142(b)(8), Feb. 17,
2009, 123 Stat. 331, substituted ‘‘Certain plug-in electric
vehicles” for ‘‘Credit for qualified electric vehicles’ in
item 30.

2008—Pub. L. 110-343, div. B, title II, §205(d)(4), Oct. 3,
2008, 122 Stat. 3839, added item 30D.

2005—Pub. L. 109-135, title IV, §412(e), Dec. 21, 2005, 119
Stat. 2637, substituted ‘‘Alternative fuel vehicle refuel-
ing property credit’” for ‘‘Clean-fuel vehicle refueling
property credit’ in item 30C.

Pub. L. 109-58, title XIII, §§1322(a)(3)(K), 1341(b)(5),
1342(b)(5), Aug. 8, 2005, 119 Stat. 1012, 1049, 1051, struck
out item 29 ‘‘Credit for producing fuel from a non-
conventional source” and added items 30B and 30C.

1997—Pub. L. 105-34, title XVI, §1601(f)(1)(B), Aug. 5,
1997, 111 Stat. 1090, substituted ‘‘Puerto Rico’ for
‘““Puerto Rican’ in item 30A.

1996—Pub. L. 104-188, title I, §§1205(a)(3)(A),
1601(b)(2)(E), (F)({), Aug. 20, 1996, 110 Stat. 1775, 1833,
substituted ‘‘Other Credits” for ‘‘Foreign Tax Credits,
Etc.” in subpart heading, struck out item 28 ‘‘Clinical
testing expenses for certain drugs for rare diseases or
conditions”, and added item 30A.

1992—Pub. L. 102-486, title XIX, §1913(b)(2)(A), Oct. 24,
1992, 106 Stat. 3020, added item 30.

1986—Pub. L. 99-514, title II, §231(d)(3)(J), Oct. 22, 1986,
100 Stat. 2180, struck out item 30 ‘‘Credit for increasing
research activities’.

1984—Pub. L. 98-369, div. A, title IV, §471(b), July 18,
1984, 98 Stat. 826, added subpart B heading and analysis
of sections for subpart B consisting of items 27 (for-
merly 33), 28 (formerly 44H), 29 (formerly 44D), and 30
(formerly 44F). Former subpart B was redesignated E.

§27. Taxes of foreign countries and possessions
of the United States; possession tax credit

(a) Foreign tax credit

The amount of taxes imposed by foreign coun-
tries and possessions of the United States shall
be allowed as a credit against the tax imposed
by this chapter to the extent provided in section
901.

(b) Section 936 credit

In the case of a domestic corporation, the
amount provided by section 936 (relating to
Puerto Rico and possession tax credit) shall be
allowed as a credit against the tax imposed by
this chapter.

(Aug. 16, 1954, ch. 736, 68A Stat. 13, §33; Pub. L.
94-455, title X, §10561(a), Oct. 4, 1976, 90 Stat. 1643;
renumbered §27, Pub. L. 98-369, div. A, title IV,
§471(c), July 18, 1984, 98 Stat. 826.)

AMENDMENTS

1984—Pub. L. 98-369, §471(c), renumbered section 33 of
this title as this section.

1976—Pub. L. 94-455 designated existing provisions as
subsec. (a) and added subsec. (b).

EFFECTIVE DATE OF 1976 AMENDMENT

Pub. L. 94455, title X, §1051(i), Oct. 4, 1976, 90 Stat.
1647, as amended by Pub. L. 99-514, §2, Oct. 22, 1986, 100
Stat. 2095, provided that:
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‘(1) Except as provided by paragraph (2), the amend-
ments made by this section [enacting section 936 of this
title and amending sections 33 [now 27], 48, 116, 243, 246,
861, 901, 904, 931, 1504, and 6091 of this title] shall apply
to taxable years beginning after December 31, 1975, ex-
cept that ‘qualified possession source investment in-
come’ as defined in section 936(d)(2) of the Internal Rev-
enue Code of 1986 [formerly I.R.C. 1954] shall include in-
come from any source outside the United States if the
taxpayer establishes to the satisfaction of the Sec-
retary of the Treasury or his delegate that the income
from such sources was earned before October 1, 1976.

‘“(2) The amendment made by subsection (d)(2)
[amending section 901 of this title] shall not apply to
any tax imposed by a possession of the United States
with respect to the complete liquidation occurring be-
fore January 1, 1979, of a corporation to the extent that
such tax is attributable to earnings and profits accu-
mulated by such corporation during periods ending be-
fore January 1, 1976.”

[§ 28. Renumbered § 45C]
[§29. Renumbered §45K]

[§30. Repealed. Pub. L. 113-295, div. A, title II,
§221(a)(2)(A), Dec. 19, 2014, 128 Stat. 4037]

Section, added Pub. L. 102-486, title XIX, §1913(b)(1),
Oct. 24, 1992, 106 Stat. 3019; amended Pub. L. 104-188,
title I, §§1205(d)(4), 1704(j)(4)(A), Aug. 20, 1996, 110 Stat.
1776, 1881; Pub. L. 107-147, title VI, §602(a), Mar. 9, 2002,
116 Stat. 59; Pub. L. 108-311, title III, §318(a), Oct. 4,
2004, 118 Stat. 1182; Pub. L. 109-58, title XIII,
§1322(a)(3)(A), Aug. 8, 2005, 119 Stat. 1011; Pub. L. 111-5,
div. B, title I, §1142(a), Feb. 17, 2009, 123 Stat. 328; Pub.
L. 111-148, title X, §10909(b)(2)(F), (c), Mar. 23, 2010, 124
Stat. 1023; Pub. L. 111-312, title I, §101(b)(1), Dec. 17,
2010, 124 Stat. 3298; Pub. L. 112-240, title I, §104(c)(2)(G),
Jan. 2, 2013, 126 Stat. 2322; Pub. L. 113-295, div. A, title
11, §209(f)(2), Dec. 19, 2014, 128 Stat. 4028, related to cer-
tain plug-in electric vehicles.

A prior section 30 was renumbered section 41 of this
title.

EFFECTIVE DATE OF REPEAL

Repeal effective Dec. 19, 2014, subject to a savings
provision, see section 221(b) of Pub. L. 113-295, set out
as an Effective Date of 2014 Amendment note under sec-
tion 1 of this title.

§ 30A. Puerto Rico economic activity credit

(a) Allowance of credit
(1) In general

Except as otherwise provided in this section,
if the conditions of both paragraph (1) and
paragraph (2) of subsection (b) are satisfied
with respect to a qualified domestic corpora-
tion, there shall be allowed as a credit against
the tax imposed by this chapter an amount
equal to the portion of the tax which is attrib-
utable to the taxable income, from sources
without the United States, from—

(A) the active conduct of a trade or busi-
ness within Puerto Rico, or

(B) the sale or exchange of substantially
all of the assets used by the taxpayer in the
active conduct of such trade or business.

In the case of any taxable year beginning after
December 31, 2001, the aggregate amount of
taxable income taken into account under the
preceding sentence (and in applying subsection
(d)) shall not exceed the adjusted base period
income of such corporation, as determined in
the same manner as under section 936(j).
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(2) Qualified domestic corporation

For purposes of paragraph (1), the term
“‘qualified domestic corporation’ means a do-
mestic corporation—

(A) which is an existing credit claimant
with respect to Puerto Rico, and

(B) with vrespect to which section
936(a)(4)(B) does not apply for the taxable
year.

(3) Separate application

For purposes of determining—
(A) whether a taxpayer is an existing cred-
it claimant with respect to Puerto Rico, and
(B) the amount of the credit allowed under
this section,

this section (and so much of section 936 as re-
lates to this section) shall be applied sepa-
rately with respect to Puerto Rico.

(b) Conditions which must be satisfied

The conditions referred to in subsection (a)
are—

(1) 3-year period

If 80 percent or more of the gross income of
the qualified domestic corporation for the 3-
year period immediately preceding the close of
the taxable year (or for such part of such pe-
riod immediately preceding the close of such
taxable year as may be applicable) was derived
from sources within a possession (determined
without regard to section 904(f)).

(2) Trade or business

If 75 percent or more of the gross income of
the qualified domestic corporation for such pe-
riod or such part thereof was derived from the
active conduct of a trade or business within a
possession.

(c) Credit not allowed against certain taxes

The credit provided by subsection (a) shall not
be allowed against the tax imposed by—
(1) section 531 (relating to the tax on accu-
mulated earnings),
(2) section 541 (relating to personal holding
company tax), or
(3) section 1351 (relating to recoveries of for-
eign expropriation losses).
(d) Limitations on credit for active business in-
come

The amount of the credit determined under
subsection (a) for any taxable year shall not ex-
ceed the sum of the following amounts:

(1) 60 percent of the sum of—

(A) the aggregate amount of the qualified
domestic corporation’s qualified possession
wages for such taxable year, plus

(B) the allocable employee fringe benefit
expenses of the qualified domestic corpora-
tion for such taxable year.

(2) The sum of—

(A) 15 percent of the depreciation allow-
ances for the taxable year with respect to
short-life qualified tangible property,

(B) 40 percent of the depreciation allow-
ances for the taxable year with respect to
medium-life qualified tangible property, and

(C) 65 percent of the depreciation allow-
ances for the taxable year with respect to
long-life qualified tangible property.
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(3) If the qualified domestic corporation does
not have an election to use the method de-
scribed in section 936(h)(5)(C)(ii) (relating to
profit split) in effect for the taxable year, the
amount of the qualified possession income
taxes for the taxable year allocable to non-
sheltered income.

(e) Administrative provisions

For purposes of this title—

(1) the provisions of section 936 (including
any applicable election thereunder) shall
apply in the same manner as if the credit
under this section were a credit under section
936(a)(1)(A) for a domestic corporation to
which section 936(a)(4)(A) applies,

(2) the credit under this section shall be
treated in the same manner as the credit
under section 936, and

(3) a corporation to which this section ap-
plies shall be treated in the same manner as if
it were a corporation electing the application
of section 936.

(f) Denial of double benefit

Any wages or other expenses taken into ac-
count in determining the credit under this sec-
tion may not be taken into account in determin-
ing the credit under section 41.

(g) Definitions

For purposes of this section, any term used in
this section which is also used in section 936
shall have the same meaning given such term by
section 936.

(h) Application of section

This section shall apply to taxable years be-
ginning after December 31, 1995, and before Jan-
uary 1, 2006.

(Added Pub. L. 104-188, title I, §1601(b)(1), Aug.
20, 1996, 110 Stat. 1830; amended Pub. L. 105-34,
title XVI, §1601(f)(1)(A), Aug. 5, 1997, 111 Stat.
1090; Pub. L. 106-554, §1(a)(7) [title III, §311(a)(2)],
Dec. 21, 2000, 114 Stat. 2763, 2763A-640; Pub. L.
113-295, div. A, title II, §221(a)(12)(C), Dec. 19,
2014, 128 Stat. 4038.)

AMENDMENTS

2014—Subsec. (¢). Pub. L. 113-295 redesignated pars. (2)
to (4) as (1) to (3), respectively, and struck out former
par. (1) which read as follows: ‘‘section 59A (relating to
environmental tax),”.

2000—Subsecs. (f) to (h). Pub. L. 106-554 added subsec.
(f) and redesignated former subsecs. (f) and (g) as (g)
and (h), respectively.

1997—Pub. L. 105-34 substituted ‘‘Puerto Rico’ for
“Puerto Rican” in section catchline.

EFFECTIVE DATE OF 2014 AMENDMENT

Amendment by Pub. L. 113-295 effective Dec. 19, 2014,
subject to a savings provision, see section 221(b) of Pub.
L. 113-295, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 2000 AMENDMENT

Pub. L. 106-554, §1(a)(7) [title III, §311(d)], Dec. 21,
2000, 114 Stat. 2763, 2763A-640, provided that: ‘‘Sub-
section (¢) [not classified to the Code] and the amend-
ments made by this section [amending this section and
sections 280C and 857 of this title] shall take effect as
if included in the provisions of the Ticket to Work and
Work Incentives Improvement Act of 1999 [Pub. L.
106-170, see Tables for classification] to which they re-
late.”
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EFFECTIVE DATE OF 1997 AMENDMENT

Amendment by Pub. L. 105-34 effective as if included
in the provisions of the Small Business Job Protection
Act of 1996, Pub. L. 104-188, to which it relates, see sec-
tion 1601(j) of Pub. L. 105-34, set out as a note under
section 23 of this title.

EFFECTIVE DATE

Pub. L. 104-188, title I, §1601(c), Aug. 20, 1996, 110 Stat.
1833, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [enacting this
section and amending sections 55, 56, 59, and 936 of this
title] shall apply to taxable years beginning after De-
cember 31, 1995.

¢“(2) SPECIAL RULE FOR QUALIFIED POSSESSION SOURCE
INVESTMENT INCOME.—The amendments made by this
section shall not apply to qualified possession source
investment income received or accrued before July 1,
1996, without regard to the taxable year in which re-
ceived or accrued.

‘“(3) SPECIAL TRANSITION RULE FOR PAYMENT OF ESTI-
MATED TAX INSTALLMENT.—In determining the amount
of any installment due under section 6655 of the Inter-
nal Revenue Code of 1986 after the date of the enact-
ment of this Act [Aug. 20, 1996] and before October 1,
1996, only Y2 of any increase in tax (for the taxable year
for which such installment is made) by reason of the
amendments made by subsections (a) and (b) [enacting
this section and amending sections 55, 56, 59, and 936 of
this title] shall be taken into account. Any reduction
in such installment by reason of the preceding sentence
shall be recaptured by increasing the next required in-
stallment for such year by the amount of such reduc-
tion.”

AMERICAN SAMOA ECONOMIC DEVELOPMENT CREDIT

Pub. L. 109-432, div. A, title I, §119, Dec. 20, 2006, 120
Stat. 2942, as amended by Pub. L. 110-343, div. C, title
III, §309(a), Oct. 3, 2008, 122 Stat. 3869; Pub. L. 111-312,
title VII, §756(a), Dec. 17, 2010, 124 Stat. 3322; Pub. L.
112-240, title III, §330(a), (b), Jan. 2, 2013, 126 Stat. 2335;
Pub. L. 113-295, div. A, title I, §141(a), Dec. 19, 2014, 128
Stat. 4020; Pub. L. 114-113, div. Q, title I, §173(a), Dec.
18, 2015, 129 Stat. 3071, provided that:

‘‘(a) IN GENERAL.—For purposes of section 30A of the
Internal Revenue Code of 1986, a domestic corporation
shall be treated as a qualified domestic corporation to
which such section applies if—

‘(1) in the case of a taxable year beginning before
January 1, 2012, such corporation—

““(A) is an existing credit claimant with respect to

American Samoa, and

‘“(B) elected the application of section 936 of the

Internal Revenue Code of 1986 for its last taxable

year beginning before January 1, 2006, and

‘“(2) in the case of a taxable year beginning after
December 31, 2011, such corporation meets the re-
quirements of subsection (e).

“(b) SPECIAL RULES FOR APPLICATION OF SECTION.—
The following rules shall apply in applying section 30A
of the Internal Revenue Code of 1986 for purposes of this
section:

‘(1) AMOUNT OF CREDIT.—Notwithstanding section
30A(a)(1) of such Code, the amount of the credit deter-
mined under section 30A(a)(1) of such Code for any
taxable year shall be the amount determined under
section 30A(d) of such Code, except that section
30A(d) shall be applied without regard to paragraph
(3) thereof.

‘“(2) SEPARATE APPLICATION.—In applying section
30A(a)(3) of such Code in the case of a corporation
treated as a qualified domestic corporation by reason
of this section, section 30A of such Code (and so much
of section 936 of such Code as relates to such section
30A) shall be applied separately with respect to Amer-
ican Samoa.

“(3) FOREIGN TAX CREDIT ALLOWED.—Notwithstand-
ing section 30A(e) of such Code, the provisions of sec-
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tion 936(c) of such Code shall not apply with respect

to the credit allowed by reason of this section.

‘‘(c) DEFINITIONS.—For purposes of this section, any
term which is used in this section which is also used in
section 30A or 936 of such Code shall have the same
meaning given such term by such section 30A or 936.

‘‘(d) APPLICATION OF SECTION.—Notwithstanding sec-
tion 30A(h) or section 936(j) of such Code, this section
(and so much of section 30A and section 936 of such
Code as relates to this section) shall apply—

‘(1) in the case of a corporation that meets the re-
quirements of subparagraphs (A) and (B) of sub-
section (a)(1), to the first 11 taxable years of such cor-
poration which begin after December 31, 2006, and be-
fore January 1, 2017, and

‘(2) in the case of a corporation that does not meet
the requirements of subparagraphs (A) and (B) of sub-
section (a)(1), to the first 5 taxable years of such cor-
poration which begin after December 31, 2011, and be-
fore January 1, 2017.

‘() QUALIFIED PRODUCTION ACTIVITIES INCOME RE-
QUIREMENT.—A corporation meets the requirement of
this subsection if such corporation has qualified pro-
duction activities income, as defined in subsection (c)
of section 199 of the Internal Revenue Code of 1986, de-
termined by substituting ‘American Samoa’ for ‘the
United States’ each place it appears in paragraphs (3),
(4), and (6) of such subsection (c), for the taxable year.”

[Pub. L. 114-113, div. Q, title I, §173(b), Dec. 18, 2015,
129 Stat. 3071, provided that: ‘“The amendments made
by this section [amending section 119 of Pub. L. 109-432,
set out above] shall apply to taxable years beginning
after December 31, 2014.”’]

[Pub. L. 113-295, div. A, title I, §141(b), Dec. 19, 2014,
128 Stat. 4020, provided that: ‘“The amendments made
by this section [amending section 119 of Pub. L. 109-432,
set out above] shall apply to taxable years beginning
after December 31, 2013."’]

[Pub. L. 112-240, title III, §330(c), Jan. 2, 2013, 126 Stat.
2335, provided that: ‘“The amendments made by this
section [amending section 119 of Pub. L. 109-432, set out
above] shall apply to taxable years beginning after De-
cember 31, 2011.”"]

[Pub. L. 111-312, title VII, §756(b), Dec. 17, 2010, 124
Stat. 3322, provided that: ‘“The amendments made by
this section [amending section 119 of Pub. L. 109-432,
set out above] shall apply to taxable years beginning
after December 31, 2009.”’]

[Pub. L. 110-343, div. C, title III, §309(b), Oct. 3, 2008,
122 Stat. 3869, provided that: ‘“The amendments made
by this section [amending section 119 of Pub. L. 109-432,
set out above] shall apply to taxable years beginning
after December 31, 2007."’]

§ 30B. Alternative motor vehicle credit

(a) Allowance of credit

There shall be allowed as a credit against the
tax imposed by this chapter for the taxable year
an amount equal to the sum of—

(1) the new qualified fuel cell motor vehicle
credit determined under subsection (b),

(2) the new advanced lean burn technology
motor vehicle credit determined under sub-
section (c),

(3) the new qualified hybrid motor vehicle
credit determined under subsection (d),

(4) the new qualified alternative fuel motor
vehicle credit determined under subsection (e),
and

(5) the plug-in conversion credit determined
under subsection (i).

(b) New qualified fuel cell motor vehicle credit
(1) In general

For purposes of subsection (a), the new
qualified fuel cell motor vehicle credit deter-
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mined under this subsection with respect to a
new qualified fuel cell motor vehicle placed in
service by the taxpayer during the taxable
year is—

(A) $8,000 ($4,000 in the case of a vehicle
placed in service after December 31, 2009), if
such vehicle has a gross vehicle weight rat-
ing of not more than 8,500 pounds,

(B) $10,000, if such vehicle has a gross vehi-
cle weight rating of more than 8,500 pounds
but not more than 14,000 pounds,

(C) $20,000, if such vehicle has a gross vehi-
cle weight rating of more than 14,000 pounds
but not more than 26,000 pounds, and

(D) $40,000, if such vehicle has a gross vehi-
cle weight rating of more than 26,000 pounds.

(2) Increase for fuel efficiency
(A) In general

The amount determined under paragraph
(1)(A) with respect to a new qualified fuel
cell motor vehicle which is a passenger auto-
mobile or light truck shall be increased by—

(i) $1,000, if such vehicle achieves at least
150 percent but less than 175 percent of the
2002 model year city fuel economy,

(ii) $1,500, if such vehicle achieves at
least 175 percent but less than 200 percent
of the 2002 model year city fuel economy,

(iii) $2,000, if such vehicle achieves at
least 200 percent but less than 225 percent
of the 2002 model year city fuel economy,

(iv) $2,500, if such vehicle achieves at
least 225 percent but less than 250 percent
of the 2002 model year city fuel economy,

(v) $3,000, if such vehicle achieves at
least 250 percent but less than 275 percent
of the 2002 model year city fuel economy,

(vi) $3,600, if such vehicle achieves at
least 275 percent but less than 300 percent
of the 2002 model year city fuel economy,
and

(vii) $4,000, if such vehicle achieves at
least 300 percent of the 2002 model year
city fuel economy.

(B) 2002 model year city fuel economy

For purposes of subparagraph (A), the 2002
model year city fuel economy with respect
to a vehicle shall be determined in accord-
ance with the following tables:

(i) In the case of a passenger automobile:

The 2002

model year

city fuel

economy

If vehicle inertia weight class is: is:
1,500 or 1,750 1DS c.evvvniniiiiiiiiieeaans 45.2 mpg
2,000 1bs 39.6 mpg
2,250 1bs .... 35.2 mpg
2,500 1bs 31.7 mpg
2,750 1bs 28.8 mpg
3,000 1bs .... 26.4 mpg
3,500 1bs .... 22.6 mpg
4,000 1bs .... 19.8 mpg
4,500 1bs .... 17.6 mpg
5,000 1bs .... 15.9 mpg
5,500 1bs .... 14.4 mpg
6,000 1bs .... 13.2 mpg
6,500 1bs ............ . 12.2 mpg
7,000 t0 8,500 1DS ...uvvvniiiiiieiinaeannens 11.3 mpg.

(ii) In the case of a light truck:
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The 2002

model year

city fuel

economy

If vehicle inertia weight class is: is:
1,500 or 1,750 1DS t.vvueviiiiiniiiieiiiinns 39.4 mpg
2,000 1bs 35.2 mpg
2,250 1bs ... 31.8 mpg
2,500 1bs ... 29.0 mpg
2,750 1bs ... 26.8 mpg
3,000 1bs ... 24.9 mpg
3,500 1bs ... 21.8 mpg
4,000 1bs ... 19.4 mpg
4,500 1bs ... 17.6 mpg
5,000 1bs 16.1 mpg
5,500 1bs 14.8 mpg
6,000 1bs ... 13.7 mpg
6,500 1bs ....ceevenene. 12.8 mpg
7,000 t0 8,500 1DS .eevuiiiniiiniiiiiiiieeinees 12.1 mpg.

(C) Vehicle inertia weight class

For purposes of subparagraph (B), the term
‘“‘vehicle inertia weight class’ has the same
meaning as when defined in regulations pre-
scribed by the Administrator of the Environ-
mental Protection Agency for purposes of
the administration of title II of the Clean
Air Act (42 U.S.C. 7521 et seq.).

(3) New qualified fuel cell motor vehicle

For purposes of this subsection, the term
“new qualified fuel cell motor vehicle’” means
a motor vehicle—

(A) which is propelled by power derived
from 1 or more cells which convert chemical
energy directly into electricity by combin-
ing oxygen with hydrogen fuel which is
stored on board the vehicle in any form and
may or may not require reformation prior to
use,

(B) which, in the case of a passenger auto-
mobile or light truck, has received on or
after the date of the enactment of this sec-
tion a certificate that such vehicle meets or
exceeds the Bin 5 Tier II emission level es-
tablished in regulations prescribed by the
Administrator of the Environmental Protec-
tion Agency under section 202(i) of the Clean
Air Act for that make and model year vehi-
cle,

(C) the original use of which commences
with the taxpayer,

(D) which is acquired for use or lease by
the taxpayer and not for resale, and

(BE) which is made by a manufacturer.

(¢) New advanced lean burn technology motor
vehicle credit
(1) In general

For purposes of subsection (a), the new ad-
vanced lean burn technology motor vehicle
credit determined under this subsection for
the taxable year is the credit amount deter-
mined under paragraph (2) with respect to a
new advanced lean burn technology motor ve-
hicle placed in service by the taxpayer during
the taxable year.

(2) Credit amount

(A) Fuel economy

(i) In general

The credit amount determined under
this paragraph shall be determined in ac-
cordance with the following table:
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In the case of a vehicle which achieves
a fuel economy (expressed as a The credit
percentage of the 2002 model year amount is—
city fuel economy) of—
At least 125 percent but less than 150
PEICENTE oviviiniiiiii e $400
At least 150 percent but less than 175
PEICENE vt $800
At least 175 percent but less than 200
PETCENt .vviviiiiiiii s $1,200
At least 200 percent but less than 225
PEICENE v $1,600
At least 225 percent but less than 250
PEICENE vt $2,000
At least 250 percent ........cocoeeviiiniiiininnnn $2,400.

(ii) 2002 model year city fuel economy

For purposes of clause (i), the 2002 model
year city fuel economy with respect to a
vehicle shall be determined on a gasoline
gallon equivalent basis as determined by
the Administrator of the Environmental
Protection Agency using the tables pro-
vided in subsection (b)(2)(B) with respect
to such vehicle.

(B) Conservation credit

The amount determined under subpara-
graph (A) with respect to a new advanced
lean burn technology motor vehicle shall be
increased by the conservation credit amount
determined in accordance with the following
table:

The conserva-
tion credit

In the case of a vehicle which achieves
a lifetime fuel savings (expressed in

gallons of gasoline) of— amount is—
At least 1,200 but less than 1,800 .......... $250
At least 1,800 but less than 2,400 ..... .~ $500
At least 2,400 but less than 3,000 .. .. $750
At 1east 3,000 ........coviiiiiiiiiiiiiii $1,000.

(3) New advanced lean burn technology motor
vehicle

For purposes of this subsection, the term
“‘new advanced lean burn technology motor
vehicle” means a passenger automobile or a
light truck—

(A) with an internal combustion engine
which—

(i) is designed to operate primarily using
more air than is necessary for complete
combustion of the fuel,

(ii) incorporates direct injection,

(iii) achieves at least 125 percent of the
2002 model year city fuel economy,

(iv) for 2004 and later model vehicles, has
received a certificate that such vehicle
meets or exceeds—

(I) in the case of a vehicle having a

gross vehicle weight rating of 6,000

pounds or less, the Bin 5 Tier II emission

standard established in regulations pre-
scribed by the Administrator of the En-
vironmental Protection Agency under
section 202(i) of the Clean Air Act for
that make and model year vehicle, and
(IT) in the case of a vehicle having a
gross vehicle weight rating of more than

6,000 pounds but not more than 8,500

pounds, the Bin 8 Tier II emission stand-

ard which is so established,

(B) the original use of which commences
with the taxpayer,
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(C) which is acquired for use or lease by
the taxpayer and not for resale, and
(D) which is made by a manufacturer.

(4) Lifetime fuel savings

For purposes of this subsection, the term
“lifetime fuel savings’ means, in the case of
any new advanced lean burn technology motor
vehicle, an amount equal to the excess (if any)
of—

(A) 120,000 divided by the 2002 model year
city fuel economy for the vehicle inertia
weight class, over

(B) 120,000 divided by the city fuel econ-
omy for such vehicle.

(d) New qualified hybrid motor vehicle credit
(1) In general

For purposes of subsection (a), the new
qualified hybrid motor vehicle credit deter-
mined under this subsection for the taxable
year is the credit amount determined under
paragraph (2) with respect to a new qualified
hybrid motor vehicle placed in service by the
taxpayer during the taxable year.

(2) Credit amount

(A) Credit amount for passenger automobiles
and light trucks

In the case of a new qualified hybrid motor
vehicle which is a passenger automobile or
light truck and which has a gross vehicle
weight rating of not more than 8,500 pounds,
the amount determined under this paragraph
is the sum of the amounts determined under
clauses (i) and (ii).

(i) Fuel economy

The amount determined under this
clause is the amount which would be deter-
mined under subsection (¢)(2)(A) if such ve-
hicle were a vehicle referred to in such
subsection.

(ii) Conservation credit

The amount determined under this
clause is the amount which would be deter-
mined under subsection (¢)(2)(B) if such ve-
hicle were a vehicle referred to in such
subsection.

(B) Credit amount for other motor vehicles
(i) In general

In the case of any new qualified hybrid
motor vehicle to which subparagraph (A)
does not apply, the amount determined
under this paragraph is the amount equal
to the applicable percentage of the quali-
fied incremental hybrid cost of the vehicle
as certified under clause (v).

(ii) Applicable percentage

For purposes of clause (i), the applicable
percentage is—

(I) 20 percent if the vehicle achieves an
increase in city fuel economy relative to
a comparable vehicle of at least 30 per-
cent but less than 40 percent,

(IT) 30 percent if the vehicle achieves
such an increase of at least 40 percent
but less than 50 percent, and

(ITIT) 40 percent if the vehicle achieves
such an increase of at least 50 percent.
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(iii) Qualified incremental hybrid cost

For purposes of this subparagraph, the
qualified incremental hybrid cost of any
vehicle is equal to the amount of the ex-
cess of the manufacturer’s suggested retail
price for such vehicle over such price for a
comparable vehicle, to the extent such
amount does not exceed—

(I) $7,500, if such vehicle has a gross ve-
hicle weight rating of not more than
14,000 pounds,

(IT) $15,000, if such vehicle has a gross
vehicle weight rating of more than 14,000
pounds but not more than 26,000 pounds,
and

(III) $30,000, if such vehicle has a gross
vehicle weight rating of more than 26,000
pounds.

(iv) Comparable vehicle

For purposes of this subparagraph, the
term ‘‘comparable vehicle’”” means, with
respect to any new qualified hybrid motor
vehicle, any vehicle which is powered sole-
ly by a gasoline or diesel internal combus-
tion engine and which is comparable in
weight, size, and use to such vehicle.

(v) Certification

A certification described in clause (i)
shall be made by the manufacturer and
shall be determined in accordance with
guidance prescribed by the Secretary.
Such guidance shall specify procedures and
methods for calculating fuel economy sav-
ings and incremental hybrid costs.

(3) New qualified hybrid motor vehicle
For purposes of this subsection—
(A) In general

The term ‘‘new qualified hybrid motor ve-
hicle’” means a motor vehicle—

(i) which draws propulsion energy from
onboard sources of stored energy which are
both—

(ID) an internal combustion or heat en-
gine using consumable fuel, and

(IT) a rechargeable energy storage sys-
tem,

(ii) which, in the case of a vehicle to
which paragraph (2)(A) applies, has re-
ceived a certificate of conformity under
the Clean Air Act and meets or exceeds the
equivalent qualifying California low emis-
sion vehicle standard wunder section
243(e)(2) of the Clean Air Act for that make
and model year, and

(I) in the case of a vehicle having a
gross vehicle weight rating of 6,000
pounds or less, the Bin 5 Tier II emission
standard established in regulations pre-
scribed by the Administrator of the En-
vironmental Protection Agency under
section 202(i) of the Clean Air Act for
that make and model year vehicle, and
(IT) in the case of a vehicle having a
gross vehicle weight rating of more than

6,000 pounds but not more than 8,500

pounds, the Bin 8 Tier II emission stand-

ard which is so established,

(iii) which has a maximum available
power of at least—
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(I) 4 percent in the case of a vehicle to
which paragraph (2)(A) applies,

(IT) 10 percent in the case of a vehicle
which has a gross vehicle weight rating
of more than 8,500 pounds and not more
than 14,000 pounds, and

(ITII) 15 percent in the case of a vehicle
in excess of 14,000 pounds,

(iv) which, in the case of a vehicle to
which paragraph (2)(B) applies, has an in-
ternal combustion or heat engine which
has received a certificate of conformity
under the Clean Air Act as meeting the
emission standards set in the regulations
prescribed by the Administrator of the En-
vironmental Protection Agency for 2004
through 2007 model year diesel heavy duty
engines or ottocycle heavy duty engines,
as applicable,

(v) the original use of which commences
with the taxpayer,

(vi) which is acquired for use or lease by
the taxpayer and not for resale, and

(vii) which is made by a manufacturer.

Such term shall not include any vehicle
which is not a passenger automobile or light
truck if such vehicle has a gross vehicle
weight rating of less than 8,500 pounds.

(B) Consumable fuel

For purposes of subparagraph (A){)(I), the
term ‘‘consumable fuel’” means any solid,
liquid, or gaseous matter which releases en-
ergy when consumed by an auxiliary power
unit.

(C) Maximum available power

(i) Certain passenger automobiles and light
trucks

In the case of a vehicle to which para-
graph (2)(A) applies, the term ‘“‘maximum
available power’” means the maximum
power available from the rechargeable en-
ergy storage system, during a standard 10
second pulse power or equivalent test, di-
vided by such maximum power and the
SAE net power of the heat engine.

(ii) Other motor vehicles

In the case of a vehicle to which para-
graph (2)(B) applies, the term ‘“‘maximum
available power’” means the maximum
power available from the rechargeable en-
ergy storage system, during a standard 10
second pulse power or equivalent test, di-
vided by the vehicle’s total traction power.
For purposes of the preceding sentence,
the term ‘‘total traction power’’ means the
sum of the peak power from the recharge-
able energy storage system and the heat
engine peak power of the vehicle, except
that if such storage system is the sole
means by which the vehicle can be driven,
the total traction power is the peak power
of such storage system.

(D) Exclusion of plug-in vehicles

Any vehicle with respect to which a credit
is allowable under section 30D (determined
without regard to subsection (c) thereof)
shall not be taken into account under this
section.
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(e) New qualified alternative fuel motor vehicle

credit
(1) Allowance of credit

Except as provided in paragraph (5), the new
qualified alternative fuel motor vehicle credit
determined under this subsection is an amount
equal to the applicable percentage of the in-
cremental cost of any new qualified alter-
native fuel motor vehicle placed in service by
the taxpayer during the taxable year.

(2) Applicable percentage

For purposes of paragraph (1), the applicable
percentage with respect to any new qualified
alternative fuel motor vehicle is—

(A) 50 percent, plus
(B) 30 percent, if such vehicle—

(i) has received a certificate of conform-
ity under the Clean Air Act and meets or
exceeds the most stringent standard avail-
able for certification under the Clean Air
Act for that make and model year vehicle
(other than a zero emission standard), or

(ii) has received an order certifying the
vehicle as meeting the same requirements
as vehicles which may be sold or leased in
California and meets or exceeds the most
stringent standard available for certifi-
cation under the State laws of California
(enacted in accordance with a waiver
granted under section 209(b) of the Clean
Air Act) for that make and model year ve-
hicle (other than a zero emission stand-
ard).

For purposes of the preceding sentence, in the
case of any new qualified alternative fuel
motor vehicle which weighs more than 14,000
pounds gross vehicle weight rating, the most
stringent standard available shall be such
standard available for certification on the
date of the enactment of the Energy Tax In-
centives Act of 2005.

(3) Incremental cost

For purposes of this subsection, the incre-
mental cost of any new qualified alternative
fuel motor vehicle is equal to the amount of
the excess of the manufacturer’s suggested re-
tail price for such vehicle over such price for
a gasoline or diesel fuel motor vehicle of the
same model, to the extent such amount does
not exceed—

(A) $5,000, if such vehicle has a gross vehi-
cle weight rating of not more than 8,500
pounds,

(B) $10,000, if such vehicle has a gross vehi-
cle weight rating of more than 8,500 pounds
but not more than 14,000 pounds,

(C) $25,000, if such vehicle has a gross vehi-
cle weight rating of more than 14,000 pounds
but not more than 26,000 pounds, and

(D) $40,000, if such vehicle has a gross vehi-
cle weight rating of more than 26,000 pounds.

(4) New qualified alternative fuel motor vehi-
cle

For purposes of this subsection—
(A) In general

The term ‘‘new qualified alternative fuel
motor vehicle”” means any motor vehicle—
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(i) which is only capable of operating on
an alternative fuel,

(ii) the original use of which commences
with the taxpayer,

(iii) which is acquired by the taxpayer
for use or lease, but not for resale, and

(iv) which is made by a manufacturer.

(B) Alternative fuel

The term ‘‘alternative fuel”’ means com-
pressed natural gas, liquefied natural gas,
liquefied petroleum gas, hydrogen, and any
liquid at least 85 percent of the volume of
which consists of methanol.

(5) Credit for mixed-fuel vehicles
(A) In general

In the case of a mixed-fuel vehicle placed
in service by the taxpayer during the tax-
able year, the credit determined under this
subsection is an amount equal to—

(i) in the case of a 75/256 mixed-fuel vehi-
cle, 70 percent of the credit which would
have been allowed under this subsection if
such vehicle was a qualified alternative
fuel motor vehicle, and

(ii) in the case of a 90/10 mixed-fuel vehi-
cle, 90 percent of the credit which would
have been allowed under this subsection if
such vehicle was a qualified alternative
fuel motor vehicle.

(B) Mixed-fuel vehicle

For purposes of this subsection, the term
“‘mixed-fuel vehicle” means any motor vehi-
cle described in subparagraph (C) or (D) of
paragraph (3), which—

(i) is certified by the manufacturer as
being able to perform efficiently in normal
operation on a combination of an alter-
native fuel and a petroleum-based fuel,

(ii) either—

(I) has received a certificate of con-
formity under the Clean Air Act, or

(IT) has received an order certifying
the vehicle as meeting the same require-
ments as vehicles which may be sold or
leased in California and meets or exceeds
the low emission vehicle standard under
section 88.105-94 of title 40, Code of Fed-
eral Regulations, for that make and
model year vehicle,

(iii) the original use of which commences
with the taxpayer,

(iv) which is acquired by the taxpayer for
use or lease, but not for resale, and

(v) which is made by a manufacturer.

(C) 75/25 mixed-fuel vehicle

For purposes of this subsection, the term
“75/256 mixed-fuel vehicle” means a mixed-
fuel vehicle which operates using at least 75
percent alternative fuel and not more than
25 percent petroleum-based fuel.

(D) 90/10 mixed-fuel vehicle

For purposes of this subsection, the term
‘90/10 mixed-fuel vehicle” means a mixed-
fuel vehicle which operates using at least 90
percent alternative fuel and not more than
10 percent petroleum-based fuel.
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(f) Limitation on number of new qualified hybrid

and advanced lean-burn technology vehicles
eligible for credit

(1) In general

In the case of a qualified vehicle sold during
the phaseout period, only the applicable per-
centage of the credit otherwise allowable
under subsection (c) or (d) shall be allowed.

(2) Phaseout period

For purposes of this subsection, the phase-
out period is the period beginning with the
second calendar quarter following the calendar
quarter which includes the first date on which
the number of qualified vehicles manufactured
by the manufacturer of the vehicle referred to
in paragraph (1) sold for use in the United
States after December 31, 2005, is at least
60,000.

(3) Applicable percentage

For purposes of paragraph (1), the applicable
percentage is—

(A) 50 percent for the first 2 calendar quar-
ters of the phaseout period,

(B) 25 percent for the 3d and 4th calendar
quarters of the phaseout period, and

(C) 0 percent for each calendar quarter
thereafter.

(4) Controlled groups
(A) In general

For purposes of this subsection, all persons
treated as a single employer under sub-
section (a) or (b) of section 52 or subsection
(m) or (o) of section 414 shall be treated as a
single manufacturer.

(B) Inclusion of foreign corporations

For purposes of subparagraph (A), in ap-
plying subsections (a) and (b) of section 52 to
this section, section 1563 shall be applied
without regard to subsection (b)(2)(C) there-
of.

(5) Qualified vehicle

For purposes of this subsection, the term
“‘qualified vehicle”” means any new qualified
hybrid motor vehicle (described in subsection
(A)(2)(A)) and any new advanced lean burn
technology motor vehicle.

(g) Application with other credits

(1) Business credit treated as part of general
business credit

So much of the credit which would be al-
lowed under subsection (a) for any taxable
year (determined without regard to this sub-
section) that is attributable to property of a
character subject to an allowance for deprecia-
tion shall be treated as a credit listed in sec-
tion 38(b) for such taxable year (and not al-
lowed under subsection (a)).

(2) Personal credit

For purposes of this title, the credit allowed
under subsection (a) for any taxable year (de-
termined after application of paragraph (1))
shall be treated as a credit allowable under
subpart A for such taxable year.

(h) Other definitions and special rules

For purposes of this section—
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(1) Motor vehicle

The term ‘“‘motor vehicle’” means any vehi-
cle which is manufactured primarily for use on
public streets, roads, and highways (not in-
cluding a vehicle operated exclusively on a
rail or rails) and which has at least 4 wheels.

(2) City fuel economy

The city fuel economy with respect to any
vehicle shall be measured in a manner which
is substantially similar to the manner city
fuel economy is measured in accordance with
procedures under part 600 of subchapter Q of
chapter I of title 40, Code of Federal Regula-
tions, as in effect on the date of the enactment
of this section.

(3) Other terms

The terms ‘‘automobile’, ‘‘passenger auto-
mobile”’, ‘“medium duty passenger vehicle”’,
““light truck”, and ‘“‘manufacturer” have the
meanings given such terms in regulations pre-
scribed by the Administrator of the Environ-
mental Protection Agency for purposes of the
administration of title II of the Clean Air Act
(42 U.S.C. 7521 et seq.).

(4) Reduction in basis

For purposes of this subtitle, the basis of
any property for which a credit is allowable
under subsection (a) shall be reduced by the
amount of such credit so allowed (determined
without regard to subsection (g)).

(5) No double benefit

The amount of any deduction or other credit
allowable under this chapter—

(A) for any incremental cost taken into ac-
count in computing the amount of the credit
determined under subsection (e) shall be re-
duced by the amount of such credit attrib-
utable to such cost, and

(B) with respect to a vehicle described
under subsection (b) or (c), shall be reduced
by the amount of credit allowed under sub-
section (a) for such vehicle for the taxable
year (determined without regard to sub-
section (g)).

(6) Property used by tax-exempt entity

In the case of a vehicle whose use is de-
scribed in paragraph (3) or (4) of section 50(b)
and which is not subject to a lease, the person
who sold such vehicle to the person or entity
using such vehicle shall be treated as the tax-
payer that placed such vehicle in service, but
only if such person clearly discloses to such
person or entity in a document the amount of
any credit allowable under subsection (a) with
respect to such vehicle (determined without
regard to subsection (g)). For purposes of sub-
section (g), property to which this paragraph
applies shall be treated as of a character sub-
ject to an allowance for depreciation.

(7) Property used outside United States, etc.,
not qualified

No credit shall be allowable under sub-
section (a) with respect to any property re-
ferred to in section 50(b)(1) or with respect to
the portion of the cost of any property taken
into account under section 179.
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(8) Recapture

The Secretary shall, by regulations, provide
for recapturing the benefit of any credit allow-
able under subsection (a) with respect to any
property which ceases to be property eligible
for such credit (including recapture in the case
of a lease period of less than the economic life
of a vehicle), except that no benefit shall be
recaptured if such property ceases to be eligi-
ble for such credit by reason of conversion to
a qualified plug-in electric drive motor vehi-
cle.

(9) Election to not take credit

No credit shall be allowed under subsection
(a) for any vehicle if the taxpayer elects to not
have this section apply to such vehicle.

(10) Interaction with air quality and motor ve-
hicle safety standards

Unless otherwise provided in this section, a
motor vehicle shall not be considered eligible
for a credit under this section unless such ve-
hicle is in compliance with—

(A) the applicable provisions of the Clean
Air Act for the applicable make and model
year of the vehicle (or applicable air quality
provisions of State law in the case of a State
which has adopted such provision under a
waiver under section 209(b) of the Clean Air
Act), and

(B) the motor vehicle safety provisions of
sections 30101 through 30169 of title 49,
United States Code.

(i) Plug-in conversion credit

(1) In general

For purposes of subsection (a), the plug-in
conversion credit determined under this sub-
section with respect to any motor vehicle
which is converted to a qualified plug-in elec-
tric drive motor vehicle is 10 percent of so
much of the cost of the converting such vehi-
cle as does not exceed $40,000.

(2) Qualified plug-in electric drive motor vehi-
cle

For purposes of this subsection, the term
“‘qualified plug-in electric drive motor vehi-
cle” means any new qualified plug-in electric
drive motor vehicle (as defined in section 30D,
determined without regard to whether such
vehicle is made by a manufacturer or whether
the original use of such vehicle commences
with the taxpayer).

(3) Credit allowed in addition to other credits

The credit allowed under this subsection
shall be allowed with respect to a motor vehi-
cle notwithstanding whether a credit has been
allowed with respect to such motor vehicle
under this section (other than this subsection)
in any preceding taxable year.

(4) Termination

This subsection shall not apply to conver-
sions made after December 31, 2011.

(j) Regulations

(1) In general

Except as provided in paragraph (2), the Sec-
retary shall promulgate such regulations as
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necessary to carry out the provisions of this
section.

(2) Coordination in prescription of certain reg-
ulations

The Secretary of the Treasury, in coordina-
tion with the Secretary of Transportation and
the Administrator of the Environmental Pro-
tection Agency, shall prescribe such regula-
tions as necessary to determine whether a
motor vehicle meets the requirements to be el-
igible for a credit under this section.

(k) Termination

This section shall not apply to any property
purchased after—

(1) in the case of a new qualified fuel cell
motor vehicle (as described in subsection (b)),
December 31, 2016,

(2) in the case of a new advanced lean burn
technology motor vehicle (as described in sub-
section (c)) or a new qualified hybrid motor
vehicle (as described in subsection (d)(2)(A)),
December 31, 2010,

(3) in the case of a new qualified hybrid
motor vehicle (as described in subsection
(d)(2)(B)), December 31, 2009, and

(4) in the case of a new qualified alternative
fuel vehicle (as described in subsection (e)),
December 31, 2010.

(Added Pub. L. 109-58, title XIII, §1341(a), Aug. 8,
2005, 119 Stat. 1038; amended Pub. L. 109-135, title
IV, §§402(j), 412(d), Dec. 21, 2005, 119 Stat. 2615,
2636; Pub. L. 110-343, div. B, title II, §205(b), Oct.
3, 2008, 122 Stat. 3838; Pub. L. 111-5, div. B, title
I, §§1141(b)(1), 1142(b)(2), 1143(a)-(c), 1144(a), Feb.
17, 2009, 123 Stat. 328, 330-332; Pub. L. 111-148,
title X, §10909(b)(2)(G), (c), Mar. 23, 2010, 124
Stat. 1023; Pub. L. 111-312, title I, §101(b)(1), Dec.
17, 2010, 124 Stat. 3298, Pub. L. 112-240, title I,
§104(c)(2)(H), Jan. 2, 2013, 126 Stat. 2322; Pub. L.
113-295, div. A, title II, §§218(a), 220(a), Dec. 19,
2014, 128 Stat. 4035; Pub. L. 114-113, div. Q, title
I, §193(a), Dec. 18, 2015, 129 Stat. 3075.)

REFERENCES IN TEXT

The Clean Air Act, referred to in text, is act July 14,
1955, ch. 360, 69 Stat. 322, as amended, which is classified
generally to chapter 85 (§7401 et seq.) of Title 42, The
Public Health and Welfare. Title II of the Act, known
as the National Emissions Standards Act, is classified
generally to subchapter II (§7521 et seq.) of chapter 85
of Title 42. Sections 202(i), 209(b), and 243(e)(2) of the
Act are classified to sections 7521(i), 7543(b), and
7583(e)(2), respectively, of Title 42. For complete classi-
fication of this Act to the Code, see Short Title note
set out under section 7401 of Title 42 and Tables.

The date of the enactment of this section, referred to
in subsecs. (b)(3)(B) and (h)(2), is the date of enactment
of Pub. L. 109-58, which was approved Aug. 8, 2005.

The date of the enactment of the Energy Tax Incen-
tives Act of 2005, referred to in subsec. (e)(2), is the date
of enactment of title XIIT of Pub. L. 109-58, which was
approved Aug. 8, 2005.

AMENDMENTS

2015—Subsec. (k)(1). Pub. L. 114-113 substituted ‘‘De-
cember 31, 2016 for ‘‘December 31, 2014"".

2014—Subsec. (h)(5)(B). Pub. L. 113-295, §218(a), in-
serted ‘‘(determined without regard to subsection (g))”’
before period at end.

Subsec. (h)(8). Pub. L. 113-295, §220(a), substituted
‘“‘vehicle), except that” for ‘‘vehicle)., except that”’.

2013—Subsec. (g)(2). Pub. L. 112-240 amended par. (2)
generally. Prior to amendment, par. (2) related to per-
sonal credit with a limitation based on amount of tax.
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2010—Subsec. (@)(2)(B)(i). Pub. L. 111-148,
§10909(b)(2)(G), (c), as amended by Pub. L. 111-312, tem-
porarily struck out ‘23, before ‘‘25D,”. See Effective
and Termination Dates of 2010 Amendment note below.

2009—Subsec. (a)(5). Pub. L. 111-5, §1143(b), added par.
(5).

Subsec. (D)(B3)(D). Pub. L. 111-5, §1141(b)(1), sub-
stituted ‘‘subsection (c) thereof”’ for ‘‘subsection (d)
thereof”.

Subsec. (g2)(2). Pub. L. 111-5, §1144(a), amended par. (2)
generally. Prior to amendment, text read as follows:
“The credit allowed under subsection (a) (after the ap-
plication of paragraph (1)) for any taxable year shall
not exceed the excess (if any) of—

““(A) the regular tax liability (as defined in section
26(b)) reduced by the sum of the credits allowable
under subpart A and sections 27 and 30, over

‘“(B) the tentative minimum tax for the taxable
year.”

Subsec. (h)(1). Pub. L. 111-5, §1142(b)(2), amended par.
(1) generally. Prior to amendment, text read as follows:
““The term ‘motor vehicle’ has the meaning given such
term by section 30(c)(2).”’

Subsec. (h)(8). Pub. L. 111-5, §1143(c), inserted at end
‘“, except that no benefit shall be recaptured if such
property ceases to be eligible for such credit by reason
of conversion to a qualified plug-in electric drive motor
vehicle.”

Subsecs. (i) to (k). Pub. L. 111-5, §1143(a), added sub-
sec. (1) and redesignated former subsecs. (i) and (j) as (j)
and (k), respectively.

2008—Subsec. (A)(3)(D). Pub. L. 110-343 added subpar.
(D).

2005—Subsec. (g)(2)(A). Pub. L. 109-135, §412(d), sub-
stituted ‘‘regular tax liability (as defined in section
26(b))”’ for ‘‘regular tax’’.

Subsec. (h)(6). Pub. L. 109-135, §402(j), inserted at end
‘“For purposes of subsection (g), property to which this
paragraph applies shall be treated as of a character
subject to an allowance for depreciation.”’

EFFECTIVE DATE OF 2015 AMENDMENT

Pub. L. 114-113, div. Q, title I, §193(b), Dec. 18, 2015, 129
Stat. 3076, provided that: ‘“The amendment made by
this section [amending this section] shall apply to
property purchased after December 31, 2014.”

EFFECTIVE DATE OF 2014 AMENDMENT

Pub. L. 113-295, div. A, title II, §218(c), Dec. 19, 2014,
128 Stat. 4035, provided that: ‘“The amendments made
by this section [amending this section and section 30C
of this title] shall take effect as if included in the pro-
vision of the Energy Tax Incentives Act of 2005 [Pub. L.
109-58, title XIII] to which it relates.”

EFFECTIVE DATE OF 2013 AMENDMENT

Amendment by Pub. L. 112-240 applicable to taxable
years beginning after Dec. 31, 2011, see section 104(d) of
Pub. L. 112-240, set out as a note under section 23 of
this title.

EFFECTIVE AND TERMINATION DATES OF 2010
AMENDMENT

Amendment by Pub. L. 111-148 terminated applicable
to taxable years beginning after Dec. 31, 2011, and sec-
tion is amended to read as if such amendment had
never been enacted, see section 10909(c) of Pub. L.
111-148, set out as a note under section 1 of this title.

Amendment by Pub. L. 111-148 applicable to taxable
yvears beginning after Dec. 31, 2009, see section 10909(d)
of Pub. L. 111-148, set out as a note under section 1 of
this title.

EFFECTIVE DATE OF 2009 AMENDMENT

Pub. L. 111-5, div. B, title I, §1141(c), Feb. 17, 2009, 123
Stat. 328, provided that: ‘“The amendments made by
this section [amending this section and sections 30D,
38, 1016, and 6501 of this title] shall apply to vehicles ac-
quired after December 31, 2009.”’
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Amendment by section 1142(b)(2) of Pub. L. 111-5 ap-
plicable to vehicles acquired after Feb. 17, 2009, see sec-
tion 1142(c) of Pub. L. 111-5, set out as an Effective and
Termination Dates of 2009 Amendment note under sec-
tion 24 of this title.

Pub. L. 111-5, div. B, title I, §1143(d), Feb. 17, 2009, 123
Stat. 332, provided that: ‘“The amendments made by
this section [amending this section] shall apply to
property placed in service after the date of the enact-
ment of this Act [Feb. 17, 2009].”

Amendment by section 1144(a) of Pub. L. 111-5 appli-
cable to taxable years beginning after Dec. 31, 2008, see
section 1144(c) of Pub. L. 111-5, set out as an Effective
and Termination Dates of 2009 Amendment note under
section 24 of this title.

EFFECTIVE DATE OF 2008 AMENDMENT

Amendment by Pub. L. 110-343 applicable to taxable
years beginning after Dec. 31, 2008, see section 205(e) of
Pub. L. 110-343, set out as an Effective and Termination
Dates of 2008 Amendment note under section 24 of this
title.

EFFECTIVE DATE OF 2005 AMENDMENT

Amendment by section 402(j) of Pub. L. 109-135 effec-
tive as if included in the provision of the Energy Policy
Act of 2005, Pub. L. 109-58, to which such amendment
relates, see section 402(m)(1) of Pub. L. 109-135, set out
as an Effective and Termination Dates of 2006 Amend-
ments note under section 23 of this title.

EFFECTIVE DATE

Pub. L. 109-58, title XIII, §1341(c), Aug. 8, 2005, 119
Stat. 1049, provided that: ‘“The amendments made by
this section [enacting this section and amending sec-
tions 38, 55, 1016, and 6501 of this title] shall apply to
property placed in service after December 31, 2005, in
taxable years ending after such date.”

§30C. Alternative fuel vehicle refueling property
credit

(a) Credit allowed

There shall be allowed as a credit against the
tax imposed by this chapter for the taxable year
an amount equal to 30 percent of the cost of any
qualified alternative fuel vehicle refueling prop-
erty placed in service by the taxpayer during
the taxable year.

(b) Limitation

The credit allowed under subsection (a) with
respect to all qualified alternative fuel vehicle
refueling property placed in service by the tax-
payer during the taxable year at a location shall
not exceed—

(1) $30,000 in the case of a property of a char-
acter subject to an allowance for depreciation,
and

(2) $1,000 in any other case.

(c) Qualified alternative fuel vehicle refueling
property
For purposes of this section, the term ‘‘quali-
fied alternative fuel vehicle refueling property”’
has the same meaning as the term ‘‘qualified
clean-fuel vehicle refueling property’’ would
have under section 179A if—

(1) paragraph (1) of section 179A(d) did not
apply to property installed on property which
is used as the principal residence (within the
meaning of section 121) of the taxpayer, and

(2) only the following were treated as clean-
burning fuels for purposes of section 179A(d):

(A) Any fuel at least 85 percent of the vol-
ume of which consists of one or more of the
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following: ethanol, natural gas, compressed
natural gas, liquified natural gas, liquefied
petroleum gas, or hydrogen.

(B) Any mixture—

(i) which consists of two or more of the
following: biodiesel (as defined in section
40A(d)(1)), diesel fuel (as defined in section
4083(a)(3)), or kerosene, and

(ii) at least 20 percent of the volume of
which consists of biodiesel (as so defined)
determined without regard to any Kkero-
sene in such mixture.

(C) Electricity.
(d) Application with other credits

(1) Business credit treated as part of general
business credit

So much of the credit which would be al-
lowed under subsection (a) for any taxable
year (determined without regard to this sub-
section) that is attributable to property of a
character subject to an allowance for deprecia-
tion shall be treated as a credit listed in sec-
tion 38(b) for such taxable year (and not al-
lowed under subsection (a)).

(2) Personal credit

The credit allowed under subsection (a)
(after the application of paragraph (1)) for any
taxable year shall not exceed the excess (if
any) of—

(A) the regular tax liability (as defined in
section 26(b)) reduced by the sum of the
credits allowable under subpart A and sec-
tion 27, over

(B) the tentative minimum tax for the tax-
able year.

(e) Special rules
For purposes of this section—
(1) Reduction in basis

For purposes of this subtitle, the basis of
any property for which a credit is allowable
under subsection (a) shall be reduced by the
amount of such credit so allowed (determined
without regard to subsection (d)).

(2) Property used by tax-exempt entity

In the case of any qualified alternative fuel
vehicle refueling property the use of which is
described in paragraph (3) or (4) of section
50(b) and which is not subject to a lease, the
person who sold such property to the person or
entity using such property shall be treated as
the taxpayer that placed such property in
service, but only if such person clearly dis-
closes to such person or entity in a document
the amount of any credit allowable under sub-
section (a) with respect to such property (de-
termined without regard to subsection (d)).
For purposes of subsection (d), property to
which this paragraph applies shall be treated
as of a character subject to an allowance for
depreciation.

(3) Property used outside United States not
qualified

No credit shall be allowable under sub-
section (a) with respect to any property re-
ferred to in section 50(b)(1) or with respect to
the portion of the cost of any property taken
into account under section 179.
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(4) Election not to take credit

No credit shall be allowed under subsection
(a) for any property if the taxpayer elects not
to have this section apply to such property.

(5) Recapture rules

Rules similar to the
179A(e)(4) shall apply.

(6) Special rule for property placed in service
during 2009 and 2010

In the case of property placed in service in
taxable years beginning after December 31,
2008, and before January 1, 2011—

(A) in the case of any such property which
does not relate to hydrogen—

(i) subsection (a) shall be applied by sub-
stituting ‘50 percent’’ for ‘30 percent’’,

(ii) subsection (b)(1) shall be applied by
substituting ¢‘$50,000”’ for ‘‘$30,000”’, and

(iii) subsection (b)(2) shall be applied by
substituting $2,000 for *‘$1,000”, and

(B) in the case of any such property which
relates to hydrogen, subsection (b)(1) shall
be applied by substituting ‘$200,000° for
£‘$30,000°".

(7) Reference

For purposes of this section, any reference
to section 179A shall be treated as a reference
to such section as in effect immediately before
its repeal.

(f) Regulations

The Secretary shall prescribe such regulations
as necessary to carry out the provisions of this
section.

(g) Termination

rules of section

This section shall not apply to any property
placed in service after December 31, 2016.

(Added Pub. L. 109-58, title XIII, §1342(a), Aug. 8,
2005, 119 Stat. 1049; amended Pub. L. 109-135, title
IV, §§402(k), 412(d), Dec. 21, 2005, 119 Stat. 2615,
2636; Pub. L. 110-172, §6(b), Dec. 29, 2007, 121 Stat.
2479; Pub. L. 110-343, div. B, title II, §207(a), (b),
Oct. 3, 2008, 122 Stat. 3839; Pub. L. 111-5, div. B,
title I, §§1123(a), 1142(b)(3), 1144(b)(2), Feb. 17,
2009, 123 Stat. 325, 331, 332; Pub. L. 111-312, title
VII, §711(a), Dec. 17, 2010, 124 Stat. 3315; Pub. L.
112-240, title IV, §402(a), Jan. 2, 2013, 126 Stat.
2337; Pub. L. 113-295, div. A, title I, §161(a), title
II, §§218(b), 221(a)(34)(B), Dec. 19, 2014, 128 Stat.
4023, 4035, 4042; Pub. L. 114-113, div. Q, title I,
§182(a), Dec. 18, 2015, 129 Stat. 3072.)

REFERENCES IN TEXT

Section 179A as in effect immediately before its re-
peal, referred to in subsec. (e)(7), means section 179A of
this title as in effect before it was repealed by Pub. L.
113-295, div. A, title II, §221(a)(34)(A), Dec, 19, 2014, 128
Stat. 4042, effective Dec. 19, 2014.

AMENDMENTS

2015—Subsec. (g). Pub. L. 114-113 substituted ‘‘Decem-
ber 31, 2016’ for ‘‘December 31, 2014".

2014—Subsec. (e)(1). Pub. L. 113-295, §218(b), amended
par. (1) generally. Prior to amendment, text read as fol-
lows: ‘“The basis of any property shall be reduced by
the portion of the cost of such property taken into ac-
count under subsection (a).”

Subsec. (e)(7). Pub. L. 113-295, §221(a)(34)(B), added
par. (7).
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Subsec. (g). Pub. L. 113-295, §161(a), substituted
‘‘placed in service after December 31, 2014.”’ for ‘‘placed
in service—

‘(1) in the case of property relating to hydrogen,
after December 31, 2014, and

‘(2) in the case of any other property, after Decem-
ber 31, 2013.”
2013—Subsec. (g2)(2). Pub. L. 112-240 substituted ‘‘De-

cember 31, 2013 for ‘‘December 31, 2011.”".

2010—Subsec. (g)(2). Pub. L. 111-312 substituted ‘‘De-
cember 31, 2011.” for ‘“December 31, 2010".

2009—Subsec. (A)(2)(A). Pub. L. 111-5, §1144(b)(2), sub-
stituted ‘“‘section 27"’ for ‘‘sections 27 and 30B”’.

Pub. L. 111-5, §1142(b)(3), struck out ‘, 30,” before
“‘and 30B”".

Subsec. (e)(6). Pub. L. 111-5, §1123(a), added par. (6).

2008—Subsec. (¢)(2)(C). Pub. L. 110-343, §207(b), added
subpar. (C).

Subsec. (g)(2). Pub. L. 110-343, §207(a),
“December 31, 2010”’ for ‘“December 31, 2009"".

2007—Subsec. (b). Pub. L. 110-172, §6(b)(1), reenacted
heading without change and amended introductory pro-
visions generally. Prior to amendment, introductory
provisions read as follows: ‘“The credit allowed under
subsection (a) with respect to any alternative fuel vehi-
cle refueling property shall not exceed—"".

Subsec. (¢). Pub. L. 110-172, §6(b)(2), reenacted head-
ing without change and amended text generally. Prior
to amendment, text read as follows:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the term ‘qualified alternative fuel vehicle refueling
property’ has the meaning given to such term by sec-
tion 179A(d), but only with respect to any fuel—

‘“(A) at least 85 percent of the volume of which con-
sists of one or more of the following: ethanol, natural
gas, compressed natural gas, liquefied natural gas,
liquefied petroleum gas, or hydrogen, or

‘“(B) any mixture of biodiesel (as defined in section
40A(d)(1)) and diesel fuel (as defined in section
4083(a)(3)), determined without regard to any use of
kerosene and containing at least 20 percent biodiesel.
‘“(2) RESIDENTIAL PROPERTY.—In the case of any prop-

erty installed on property which is used as the prin-
cipal residence (within the meaning of section 121) of
the taxpayer, paragraph (1) of section 179A(d) shall not
apply.”’

2005—Subsec. (d)(2)(A). Pub. L. 109-135, §412(d), sub-
stituted ‘‘regular tax liability (as defined in section
26(b))”’ for ‘‘regular tax’’.

Subsec. (e)(2). Pub. L. 109-135, §402(k), inserted at end
“For purposes of subsection (d), property to which this
paragraph applies shall be treated as of a character
subject to an allowance for depreciation.”

substituted

EFFECTIVE DATE OF 2015 AMENDMENT

Pub. L. 114-113, div. Q, title I, §182(b), Dec. 18, 2015, 129
Stat. 3072, provided that: ‘“The amendment made by
this section [amending this section] shall apply to
property placed in service after December 31, 2014.”’

EFFECTIVE DATE OF 2014 AMENDMENT

Pub. L. 113-295, div. A, title I, §161(b), Dec. 19, 2014, 128
Stat. 4023, provided that: ‘“The amendment made by
this section [amending this section] shall apply to
property placed in service after December 31, 2013.”

Amendment by section 218(b) of Pub. L. 113-295 effec-
tive as if included in the provision of the Energy Tax
Incentives Act of 2005, Pub. L. 109-58, title XIII, to
which such amendment relates, see section 218(c) of
Pub. L. 113-295, set out as a note under section 30B of
this title.

Amendment by section 221(a)(34)(B) of Pub. L. 113-295
effective Dec. 19, 2014, subject to a savings provision,
see section 221(b) of Pub. L. 113-295, set out as a note
under section 1 of this title.

EFFECTIVE DATE OF 2013 AMENDMENT

Pub. L. 112-240, title IV, §402(b), Jan. 2, 2013, 126 Stat.
2337, provided that: ‘““The amendment made by this sec-
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tion [amending this section] shall apply to property
placed in service after December 31, 2011.”

EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-312, title VII, §711(b), Dec. 17, 2010, 124
Stat. 3315, provided that: ‘“The amendment made by
this section [amending this section] shall apply to
property placed in service after December 31, 2010.”

EFFECTIVE DATE OF 2009 AMENDMENT

Pub. L. 111-5, div. B, title I, §1123(b), Feb. 17, 2009, 123
Stat. 325, provided that: ‘“The amendment made by this
section [amending this section] shall apply to taxable
years beginning after December 31, 2008.”

Amendment by section 1142(b)(3) of Pub. L. 111-5 ap-
plicable to vehicles acquired after Feb. 17, 2009, see sec-
tion 1142(c) of Pub. L. 111-5, set out as an Effective and
Termination Dates of 2009 Amendment note under sec-
tion 24 of this title.

Amendment by section 1144(b)(2) of Pub. L. 111-5 ap-
plicable to taxable years beginning after Dec. 31, 2008,
see section 1144(c) of Pub. L. 111-5, set out as an Effec-
tive and Termination Dates of 2009 Amendment note
under section 24 of this title.

EFFECTIVE DATE OF 2008 AMENDMENT

Pub. L. 110-343, div. B, title II, §207(c), Oct. 3, 2008, 122
Stat. 3840, provided that: ‘“The amendments made by
this section [amending this section] shall apply to
property placed in service after the date of the enact-
ment of this Act [Oct. 3, 2008], in taxable years ending
after such date.”

EFFECTIVE DATE OF 2007 AMENDMENT

Pub. L. 110-172, §6(e), Dec. 29, 2007, 121 Stat. 2481, pro-
vided that:

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, the amendments made by this section
[amending this section and sections 41, 45J, 4041, 4042,
4082, and 6430 of this title, and enacting provisions set
out as a note under section 6430 of this title] shall take
effect as if included in the provisions of the Energy
Policy Act of 2005 [Pub. L. 109-58] to which they relate.

‘“(2) NONAPPLICATION OF EXEMPTION FOR OFF-HIGHWAY
BUSINESS USE.—The amendment made by subsection
(d)(3) [amending section 4041 of this title] shall apply to
fuel sold for use or used after the date of the enactment
of this Act [Dec. 29, 2007].

‘(3) AMENDMENT MADE BY THE SAFETEA-LU.—The
amendment made by subsection (d)(2)(C)(ii) [amending
section 4082 of this title] shall take effect as if included
in section 11161 of the SAFETEA-LU [Pub. L. 109-59].”

EFFECTIVE DATE OF 2005 AMENDMENT

Amendment by section 402(k) of Pub. L. 109-135 effec-
tive as if included in the provision of the Energy Policy
Act of 2005, Pub. L. 109-58, to which such amendment
relates, see section 402(m)(1) of Pub. L. 109-135, set out
as an Effective and Termination Dates of 2006 Amend-
ments note under section 23 of this title.

EFFECTIVE DATE

Pub. L. 109-58, title XIII, §1342(c), Aug. 8, 2005, 119
Stat. 1051, provided that: ‘“The amendments made by
this section [enacting this section and amending sec-
tions 38, 55, 1016, and 6501 of this title] shall apply to
property placed in service after December 31, 2005, in
taxable years ending after such date.”

§30D. New qualified plug-in electric drive motor
vehicles

(a) Allowance of credit

There shall be allowed as a credit against the
tax imposed by this chapter for the taxable year
an amount equal to the sum of the credit
amounts determined under subsection (b) with
respect to each new qualified plug-in electric
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drive motor vehicle placed in service by the tax-
payer during the taxable year.

(b) Per vehicle dollar limitation
(1) In general

The amount determined under this sub-
section with respect to any new qualified plug-
in electric drive motor vehicle is the sum of
the amounts determined under paragraphs (2)
and (3) with respect to such vehicle.

(2) Base amount

The amount determined under this para-
graph is $2,500.
(3) Battery capacity

In the case of a vehicle which draws propul-
sion energy from a battery with not less than
5 kilowatt hours of capacity, the amount de-
termined under this paragraph is $417, plus
$417 for each kilowatt hour of capacity in ex-
cess of 5 kilowatt hours. The amount deter-
mined under this paragraph shall not exceed
$5,000.

(c) Application with other credits

(1) Business credit treated as part of general
business credit

So much of the credit which would be al-
lowed under subsection (a) for any taxable
year (determined without regard to this sub-
section) that is attributable to property of a
character subject to an allowance for deprecia-
tion shall be treated as a credit listed in sec-
tion 38(b) for such taxable year (and not al-
lowed under subsection (a)).

(2) Personal credit

For purposes of this title, the credit allowed
under subsection (a) for any taxable year (de-
termined after application of paragraph (1))
shall be treated as a credit allowable under
subpart A for such taxable year.

(d) New qualified plug-in electric drive motor ve-
hicle

For purposes of this section—
(1) In general

The term ‘‘new qualified plug-in electric
drive motor vehicle’” means a motor vehicle—
(A) the original use of which commences
with the taxpayer,
(B) which is acquired for use or lease by
the taxpayer and not for resale,
(C) which is made by a manufacturer,
(D) which is treated as a motor vehicle for
purposes of title II of the Clean Air Act,
(E) which has a gross vehicle weight rating
of less than 14,000 pounds, and
(F) which is propelled to a significant ex-
tent by an electric motor which draws elec-
tricity from a battery which—
(i) has a capacity of not less than 4 kilo-
watt hours, and
(ii) is capable of being recharged from an
external source of electricity.

(2) Motor vehicle

The term ‘‘motor vehicle’”” means any vehi-
cle which is manufactured primarily for use on
public streets, roads, and highways (not in-
cluding a vehicle operated exclusively on a
rail or rails) and which has at least 4 wheels.
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(3) Manufacturer

The term ‘‘manufacturer’” has the meaning
given such term in regulations prescribed by
the Administrator of the Environmental Pro-
tection Agency for purposes of the administra-
tion of title II of the Clean Air Act (42 U.S.C.
7521 et seq.).

(4) Battery capacity

The term ‘‘capacity’ means, with respect to
any battery, the quantity of electricity which
the battery is capable of storing, expressed in
kilowatt hours, as measured from a 100 per-
cent state of charge to a 0 percent state of
charge.

(e) Limitation on number of new qualified plug-
in electric drive motor vehicles eligible for
credit

(1) In general

In the case of a new qualified plug-in electric
drive motor vehicle sold during the phaseout
period, only the applicable percentage of the
credit otherwise allowable under subsection
(a) shall be allowed.

(2) Phaseout period

For purposes of this subsection, the phase-
out period is the period beginning with the
second calendar quarter following the calendar
quarter which includes the first date on which
the number of new qualified plug-in electric
drive motor vehicles manufactured by the
manufacturer of the vehicle referred to in
paragraph (1) sold for use in the United States
after December 31, 2009, is at least 200,000.

(3) Applicable percentage

For purposes of paragraph (1), the applicable
percentage is—

(A) 50 percent for the first 2 calendar quar-
ters of the phaseout period,

(B) 25 percent for the 3d and 4th calendar
quarters of the phaseout period, and

(C) 0 percent for each calendar quarter
thereafter.

(4) Controlled groups

Rules similar to the rules of section 30B(f)(4)
shall apply for purposes of this subsection.

(f) Special rules
(1) Basis reduction

For purposes of this subtitle, the basis of
any property for which a credit is allowable
under subsection (a) shall be reduced by the
amount of such credit so allowed (determined
without regard to subsection (c)).

(2) No double benefit

The amount of any deduction or other credit
allowable under this chapter for a vehicle for
which a credit is allowable under subsection
(a) shall be reduced by the amount of credit al-
lowed under such subsection for such vehicle
(determined without regard to subsection (c)).

(3) Property used by tax-exempt entity

In the case of a vehicle the use of which is
described in paragraph (3) or (4) of section
50(b) and which is not subject to a lease, the
person who sold such vehicle to the person or
entity using such vehicle shall be treated as
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the taxpayer that placed such vehicle in serv-
ice, but only if such person clearly discloses to
such person or entity in a document the
amount of any credit allowable under sub-
section (a) with respect to such vehicle (deter-
mined without regard to subsection (c)). For
purposes of subsection (c¢), property to which
this paragraph applies shall be treated as of a
character subject to an allowance for deprecia-
tion.

(4) Property used outside United States not
qualified

No credit shall be allowable under sub-
section (a) with respect to any property re-
ferred to in section 50(b)(1).

(5) Recapture

The Secretary shall, by regulations, provide
for recapturing the benefit of any credit allow-
able under subsection (a) with respect to any
property which ceases to be property eligible
for such credit.

(6) Election not to take credit

No credit shall be allowed under subsection
(a) for any vehicle if the taxpayer elects to not
have this section apply to such vehicle.

(7) Interaction with air quality and motor vehi-
cle safety standards

A vehicle shall not be considered eligible for
a credit under this section unless such vehicle
is in compliance with—

(A) the applicable provisions of the Clean
Air Act for the applicable make and model
year of the vehicle (or applicable air quality
provisions of State law in the case of a State
which has adopted such provision under a
waiver under section 209(b) of the Clean Air
Act), and

(B) the motor vehicle safety provisions of
sections 30101 through 30169 of title 49,
United States Code.

(g) Credit allowed for 2- and 3-wheeled plug-in

electric vehicles
(1) In general

In the case of a qualified 2- or 3-wheeled
plug-in electric vehicle—

(A) there shall be allowed as a credit
against the tax imposed by this chapter for
the taxable year an amount equal to the sum
of the applicable amount with respect to
each such qualified 2- or 3-wheeled plug-in
electric vehicle placed in service by the tax-
payer during the taxable year, and

(B) the amount of the credit allowed under
subparagraph (A) shall be treated as a credit
allowed under subsection (a).

(2) Applicable amount

For purposes of paragraph (1), the applicable
amount is an amount equal to the lesser of—
(A) 10 percent of the cost of the qualified 2-
or 3-wheeled plug-in electric vehicle, or
(B) $2,500.
(3) Qualified 2- or 3-wheeled plug-in electric
vehicle
The term ‘‘qualified 2- or 3-wheeled plug-in

electric vehicle’” means any vehicle which—
(A) has 2 or 3 wheels,
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(B) meets the requirements of subpara-
graphs (A), (B), (C), (E), and (F) of subsection
(d)(1) (determined by substituting ‘2.5 Kkilo-
watt hours” for ‘4 kilowatt hours’ in sub-
paragraph (F)(1)),

(C) is manufactured primarily for use on
public streets, roads, and highways,

(D) is capable of achieving a speed of 45
miles per hour or greater, and

(BE) is acquired—

(i) after December 31, 2011, and before

January 1, 2014, or

(ii) in the case of a vehicle that has 2
wheels, after December 31, 2014, and before

January 1, 2017.

(Added Pub. L. 110-343, div. B, title II, §205(a),
Oct. 3, 2008, 122 Stat. 3835; amended Pub. L. 111-5,
div. B, title I, §1141(a), Feb. 17, 2009, 123 Stat. 326;
Pub. L. 111-148, title X, §10909(b)(2)(H), (c), Mar.
23, 2010, 124 Stat. 1023; Pub. L. 111-312, title I,
§101(b)(1), Dec. 17, 2010, 124 Stat. 3298; Pub. L.
112-240, title I, §104(c)(2)(D), title IV, §403(a), (b),
Jan. 2, 2013, 126 Stat. 2322, 2337, 2338, Pub. L.
113-295, div. A, title II, §209(e), Dec. 19, 2014, 128
Stat. 4028; Pub. L. 114-113, div. Q, title I, §183(a),
Dec. 18, 2015, 129 Stat. 3072.)

REFERENCES IN TEXT

The Clean Air Act, referred to in subsecs. (d)(1)(D),
), (OH(M(A), is act July 14, 1955, ch. 360, 69 Stat. 322,
which is classified generally to chapter 85 (§7401 et seq.)
of Title 42, The Public Health and Welfare. Title II of
the Act, known as the National Emissions Standards
Act, is classified generally to subchapter II (§7521 et
seq.) of chapter 85 of Title 42. Section 209(b) of the Act
is classified to section 7543(b) of Title 42. For complete
classification of this Act to the Code, see Short Title
note set out under section 7401 of Title 42 and Tables.

AMENDMENTS

2015—Subsec. (g)(3)(E). Pub. L. 114-113 substituted
“acquired—"’ for ‘“‘acquired after December 31, 2011, and
before January 1, 2014.”” and added cls. (i) and (ii).

2014—Subsec. (£)(1), (2). Pub. L. 113-295, §209(e)(1)(A),
(B), inserted ‘‘(determined without regard to subsection
(c))”’ before period at end.

Subsec. (f)(3). Pub. L. 113-295, §209(e)(2), inserted at
end ‘“‘For purposes of subsection (c), property to which
this paragraph applies shall be treated as of a character
subject to an allowance for depreciation.”’

2013—Subsec. (c)(2). Pub. L. 112-240, §104(c)(2)(D),
amended par. (2) generally. Prior to amendment, par.
(2) related to personal credit with a limitation based on
amount of tax.

Subsec. (f)(2). Pub. L. 112-240, §403(b)(1), substituted
‘“vehicle for which a credit is allowable under sub-
section (a)” for ‘‘new qualified plug-in electric drive
motor vehicle” and ‘‘allowed under such subsection”
for ‘‘allowed under subsection (a)”’.

Subsec. (£)(7). Pub. L. 112-240, §403(b)(2), substituted
“A vehicle” for ““A motor vehicle’ in introductory pro-
visions.

Subsec. (g). Pub. L. 112-240, §403(a), added subsec. (g).

2010—Subsec. (©)(2)(B)(ii). Pub. L. 111-148,
§10909(b)(2)(H), (c), as amended by Pub. L. 111-312, tem-
porarily substituted ‘‘section 25D for ‘‘sections 23 and
256D”’. See Effective and Termination Dates of 2010
Amendment note below.

2009—Pub. L. 111-56 amended section generally. Prior
to amendment, section provided credit with respect to
each new qualified plug-in electric drive motor vehicle
placed in service and set forth provisions defining ‘‘ap-
plicable amount’” and ‘‘new qualified plug-in electric
drive motor vehicle” and stating limitations based on
vehicle weight, the number of vehicles eligible for cred-
it, and amount of tax liability.
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EFFECTIVE DATE OF 2015 AMENDMENT

Pub. L. 114-113, div. Q, title I, §183(b), Dec. 18, 2015, 129
Stat. 3073, provided that: ‘“The amendments made by
this section [amending this section] shall apply to vehi-
cles acquired after December 31, 2014.”’

EFFECTIVE DATE OF 2014 AMENDMENT

Amendment by Pub. L. 113-295 effective as if included
in the provisions of the American Recovery and Rein-
vestment Tax Act of 2009, Pub. L. 111-5, div. B, title I,
to which such amendment relates, see section 209(k) of
Pub. L. 113-295, set out as a note under section 24 of
this title.

EFFECTIVE DATE OF 2013 AMENDMENT

Amendment by section 104(c)(2)(I) of Pub. L. 112-240
applicable to taxable years beginning after Dec. 31,
2011, see section 104(d) of Pub. L. 112-240, set out as a
note under section 23 of this title.

Pub. L. 112-240, title IV, §403(c), Jan. 2, 2013, 126 Stat.
2338, provided that: ‘“The amendments made by this
section [amending this section] shall apply to vehicles
acquired after December 31, 2011.”

EFFECTIVE AND TERMINATION DATES OF 2010
AMENDMENT

Amendment by Pub. L. 111-148 terminated applicable
to taxable years beginning after Dec. 31, 2011, and sec-
tion is amended to read as if such amendment had
never been enacted, see section 10909(c) of Pub. L.
111-148, set out as a note under section 1 of this title.

Amendment by Pub. L. 111-148 applicable to taxable
years beginning after Dec. 31, 2009, see section 10909(d)
of Pub. L. 111-148, set out as a note under section 1 of
this title.

EFFECTIVE DATE OF 2009 AMENDMENT

Amendment by Pub. L. 111-5 applicable to vehicles
acquired after Dec. 31, 2009, see section 1141(c) of Pub.
L. 111-5, set out as a note under section 30B of this
title.

EFFECTIVE DATE

Section applicable to taxable years beginning after
Dec. 31, 2008, see section 205(e) of Pub. L. 110-343, set out
as an Effective and Termination Dates of 2008 Amend-
ment note under section 24 of this title.

SUBPART C—REFUNDABLE CREDITS

Sec.

31. Tax withheld on wages.

32. Earned income.

33. Tax withheld at source on nonresident aliens
and foreign corporations.

34. Certain uses of gasoline and special fuels.

35. Health insurance costs of eligible individuals.

36. First-time homebuyer credit.

[36A. Repealed.]

36B. Refundable credit for coverage under a quali-
fied health plan.

[36C. Renumbered.]

317. Overpayments of tax.

AMENDMENTS

2014—Pub. L. 113-295, div. A, title II, §221(a)(5)(A),
Dec. 19, 2014, 128 Stat. 4037, struck out item 36A ‘“Mak-
ing work pay credit’.

2010—Pub. L. 111-148, title X, §10909(b)(2)(Q), (¢), Mar.
23, 2010, 124 Stat. 1023, as amended by Pub. L. 111-312,
title I, §101(b)(1), Dec. 17, 2010, 124 Stat. 3298, tempo-
rarily added item 36C ‘‘Adoption expenses’. See Effec-
tive and Termination Dates of 2010 Amendment note
set out under section 1 of this title.

Pub. L. 111-148, title I, §1401(d)(2), Mar. 23, 2010, 124
Stat. 220, added item 36B.

2009—Pub. L. 111-5, div. B, title I, §1001(e)(3), Feb. 17,
2009, 123 Stat. 312, added item 36A.
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2008—Pub. L. 110-289, div. C, title I, §3011(b)(4), July
30, 2008, 122 Stat. 2891, added item 36 and redesignated
former item 36 as 37.

2002—Pub. L. 107-210, div. A, title II, §201(c)(2), Aug. 6,
2002, 116 Stat. 960, which directed amendment of the
table of sections for subpart C of part IV of this chapter
by adding items 35 and 36 and striking out the last
item, was executed to the table of sections for this sub-
part which is in part IV of subchapter A of this chapter
by adding those items and striking out former item 35
“Overpayments of tax’ to reflect the probable intent of
Congress.

1984—Pub. L. 98-369, div. A, title IV, §471(b), July 18,
1984, 98 Stat. 826, added subpart C heading and analysis
of sections for subpart C consisting of items 31, 32 (for-
merly 43), 33 (formerly 32), 34 (formerly 39), and 35 (for-
merly 45). Former subpart C, setting out the rules for
computing credit for expenses of work incentive pro-
grams, was repealed.

§31. Tax withheld on wages

(a) Wage withholding for income tax purposes
(1) In general

The amount withheld as tax under chapter
24 shall be allowed to the recipient of the in-
come as a credit against the tax imposed by
this subtitle.

(2) Year of credit

The amount so withheld during any calendar
year shall be allowed as a credit for the tax-
able year beginning in such calendar year. If
more than one taxable year begins in a cal-
endar year, such amount shall be allowed as a
credit for the last taxable year so beginning.

(b) Credit for special refunds of social security
tax
(1) In general

The Secretary may prescribe regulations
providing for the crediting against the tax im-
posed by this subtitle of the amount deter-
mined by the taxpayer or the Secretary to be
allowable under section 6413(c) as a special re-
fund of tax imposed on wages. The amount al-
lowed as a credit under such regulations shall,
for purposes of this subtitle, be considered an
amount withheld at source as tax under sec-
tion 3402.

(2) Year of credit

Any amount to which paragraph (1) applies
shall be allowed as a credit for the taxable
year beginning in the calendar year during
which the wages were received. If more than
one taxable year begins in the calendar year,
such amount shall be allowed as a credit for
the last taxable year so beginning.

(c) Special rule for backup withholding

Any credit allowed by subsection (a) for any
amount withheld under section 3406 shall be al-
lowed for the taxable year of the recipient of the
income in which the income is received.

(Aug. 16, 1954, ch. 736, 68A Stat. 12; Pub. L. 94-455,
title XIX, §1906(b)(13)(D), Oct. 4, 1976, 90 Stat.
1834; Pub. L. 97-248, title III, §§302(a), 308(a),
Sept. 3, 1982, 96 Stat. 585, 591; Pub. L. 97-354,
§3(1)(4), Oct. 19, 1982, 96 Stat. 1691; Pub. L. 97-448,
title III, §306(b)(1), Jan. 12, 1983, 96 Stat. 2405;
Pub. L. 98-67, title I, §§102(a), 104(d)(2), Aug. 5,
1983, 97 Stat. 369, 379; Pub. L. 98-369, div. A, title
IV, §471(c), title VII, §714(j)(2), July 18, 1984, 98
Stat. 826, 962.)
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AMENDMENTS

1984—Subsec. (a)(1). Pub. L. 98-369, §714(j)(2), sub-
stituted ‘‘as tax under chapter 24" for ‘‘under section
3402 as tax on the wages of any individual”.

1983—Pub. L. 98-67 added subsec. (¢c) and repealed
amendments made by Pub. L. 97-248. See 1982 Amend-
ment note below.

Pub. L. 97-448 amended subsec. (d) generally. See 1982
Amendment note below.

1982—Pub. L. 97-248, as amended by Pub. L. 97-354 and
Pub. L. 97-448, amended section generally, applicable to
payments of interest, dividends, and patronage divi-
dends paid or credited after June 30, 1983. Section
102(a), (b) of Pub. L. 98-67, title I, Aug. 5, 1983, 97 Stat.
369, repealed subtitle A (§§301-308) of title IIT of Pub. L.
97-248 as of the close of June 30, 1983, and provided that
the Internal Revenue Code of 1954 [now 1986] [this title]
shall be applied and administered (subject to certain
exceptions) as if such subtitle A (and the amendments
made by such subtitle A) had not been enacted.

1976—Subsec. (b)(1). Pub. L. 94-455 struck out ‘‘or his
delegate’” after ‘“The Secretary’” and ‘‘(or his dele-
gate)” after ‘‘taxpayer or the Secretary’’.

EFFECTIVE DATE OF 1984 AMENDMENT

Pub. L. 98-369, div. A, title VII, §715, July 18, 1984, 98
Stat. 966, provided that: ‘““Any amendment made by this
subtitle [subtitle A (§§711-715) of title VII of Pub. L.
98-369, see Tables for classification] shall take effect as
if included in the provision of the Tax Equity and Fis-
cal Responsibility Act of 1982 [Pub. L. 97-248] to which
such amendment relates.”

EFFECTIVE DATE OF 1983 AMENDMENT

Pub. L. 98-67, title I, §110, Aug. 5, 1983, 97 Stat. 384,
provided that:

‘‘(a) GENERAL RULE.—Except as otherwise provided in
this section, the amendments made by this title [enact-
ing sections 3406 and 6705 of this title, amending this
section and sections 274, 275, 643, 661, 3402, 3403, 3502,
3507, 6011, 6013, 6015, 6042, 6044, 6049, 6051, 6365, 6401, 6413,
6652, 6653, 6654, 6676, 6678, 6682, 7205, 7215, 7431, 7654, and
7701 of this title, repealing sections 3451 to 3456 of this
title, enacting provisions set out as notes under sec-
tions 1, 34561, and 6011 of this title, and repealing provi-
sions set out as a note under section 3451 of this title]
shall apply with respect to payments made after De-
cember 31, 1983.

‘“(b) SECTION 102.—The amendments made by section
102 [amending this section and sections 274, 275, 643, 661,
3403, 3502, 3507, 6013, 6015, 6042, 6044, 6049, 6051, 6365, 6401,
6413, 6654, 6682, 7205, 7215, 7654, and 7701 of this title, re-
pealing sections 3451 to 3456 of this title, enacting pro-
visions set out as a note under section 3451 of this title,
and repealing provisions set out as a note under section
3451 of this title] shall take effect as of the close of
June 30, 1983.

““(c) SECTIONS 104(b) AND 107.—The amendments made
by sections 104(b) and 107 [amending sections 6682, 7205,
and 7431 of this title] shall take effect on the date of
the enactment of this Act [Aug. 5, 1983].”

Pub. L. 97-448, title III, §311(d), Jan. 12, 1983, 96 Stat.
2412, provided that: ‘“The amendments made by section
306 [amending this section and sections 48, 55, 263, 291,
312, 338, 401, 501, 1232, 6038A, 6226, 6228, 6679, and 7701 of
this title, enacting provisions set out as notes under
sections 338 and 1232 of this title, and amending provi-
sions set out as notes under sections 56, 72, 101, 103, 168,
302, 311, 338, 415, 907, and 5701 of this title] shall take ef-
fect as if included in the provisions of the Tax Equity
and Fiscal Responsibility Act of 1982 [Pub. L. 97-248] to
which such amendments relate.”

CONSTRUCTION OF AMENDMENT BY TITLE VII OF
DIVISION A OF PUB. L. 98-369

Pub. L. 98-369, div. A, title VII, §701, July 18, 1984, 98
Stat. 942, provided that: ‘“‘For purposes of applying the
amendments made by any title of this Act [see Tables
for classification] other than this title, the provisions
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of this title shall be treated as having been enacted im-
mediately before the provisions of such other titles.”

§ 32. Earned income

(a) Allowance of credit
(1) In general

In the case of an eligible individual, there
shall be allowed as a credit against the tax im-
posed by this subtitle for the taxable year an
amount equal to the credit percentage of so
much of the taxpayer’s earned income for the
taxable year as does not exceed the earned in-
come amount.

(2) Limitation

The amount of the credit allowable to a tax-
payer under paragraph (1) for any taxable year
shall not exceed the excess (if any) of—

(A) the credit percentage of the earned in-
come amount, over
(B) the phaseout percentage of so much of
the adjusted gross income (or, if greater, the
earned income) of the taxpayer for the tax-
able year as exceeds the phaseout amount.
(b) Percentages and amounts

For purposes of subsection (a)—
(1) Percentages

The credit percentage and the phaseout per-
centage shall be determined as follows:

: The
In the case of an eligible T;I;ggggglg phaseout
individual with: p is: g percentage
: is:
1 qualifying child ......... 15.98
2 qualifying children .... 21.06
3 or more qualifying 21.06
children.
No qualifying children  7.65 .............. 7.65
(2) Amounts

(A) In general

Subject to subparagraph (B), the earned
income amount and the phaseout amount
shall be determined as follows:

- The earned The
In the case ofameleible  ncome  phaseout
amount is: amount is:
1 qualifying child ......... $6,330 ........... $11,610
2 or more qualifying $8,890 ........... $11,610
children.
No qualifying children $4,220 ........... $5,280

(B) Joint returns
(i) In general

In the case of a joint return filed by an
eligible individual and such individual’s
spouse, the phaseout amount determined
under subparagraph (A) shall be increased
by $5,000.

(ii) Inflation adjustment

In the case of any taxable year beginning
after 2015, the $5,000 amount in clause (i)
shall be increased by an amount equal to—

(I) such dollar amount, multiplied by

(IT) the cost of living adjustment deter-
mined under section 1(f)(3) for the cal-
endar year in which the taxable year be-
gins determined by substituting ‘‘cal-

endar year 2008’ for ‘‘calendar year 1992’

in subparagraph (B) thereof.

(iii) Rounding

Subparagraph (A) of subsection (j)(2)
shall apply after taking into account any
increase under clause (ii).

(c) Definitions and special rules
For purposes of this section—
(1) Eligible individual

(A) In general
The term ‘‘eligible individual’’ means—
(i) any individual who has a qualifying
child for the taxable year, or
(ii) any other individual who does not
have a qualifying child for the taxable
year, if—

(I) such individual’s principal place of
abode is in the United States for more
than one-half of such taxable year,

(IT) such individual (or, if the individ-
ual is married, either the individual or
the individual’s spouse) has attained age
256 but not attained age 65 before the
close of the taxable year, and

(ITI) such individual is not a dependent
for whom a deduction is allowable under
section 151 to another taxpayer for any
taxable year beginning in the same cal-
endar year as such taxable year.

For purposes of the preceding sentence,
marital status shall be determined under
section 7703.
(B) Qualifying child ineligible
If an individual is the qualifying child of a
taxpayer for any taxable year of such tax-
payer beginning in a calendar year, such in-
dividual shall not be treated as an eligible
individual for any taxable year of such indi-
vidual beginning in such calendar year.
(C) Exception for individual claiming bene-
fits under section 911

The term ‘‘eligible individual” does not in-
clude any individual who claims the benefits
of section 911 (relating to citizens or resi-
dents living abroad) for the taxable year.

(D) Limitation on eligibility of nonresident
aliens

The term ‘‘eligible individual’” shall not
include any individual who is a nonresident
alien individual for any portion of the tax-
able year unless such individual is treated
for such taxable year as a resident of the
United States for purposes of this chapter by
reason of an election under subsection (g) or
(h) of section 6013.

(E) Identification number requirement

No credit shall be allowed under this sec-
tion to an eligible individual who does not
include on the return of tax for the taxable
year—

(i) such individual’s taxpayer identifica-
tion number, and

(ii) if the individual is married (within
the meaning of section 7703), the taxpayer
identification number of such individual’s
spouse.

(F) Individuals who do not include TIN, etc.,

of any qualifying child

No credit shall be allowed under this sec-
tion to any eligible individual who has one
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or more qualifying children if no qualifying
child of such individual is taken into ac-
count under subsection (b) by reason of para-
graph (3)(D).

(2) Earned income

(A) The term ‘‘earned income’ means—

(i) wages, salaries, tips, and other em-
ployee compensation, but only if such
amounts are includible in gross income for
the taxable year, plus

(ii) the amount of the taxpayer’s net earn-
ings from self-employment for the taxable
year (within the meaning of section 1402(a)),
but such net earnings shall be determined
with regard to the deduction allowed to the
taxpayer by section 164(f).

(B) For purposes of subparagraph (A)—

(i) the earned income of an individual shall
be computed without regard to any commu-
nity property laws,

(ii) no amount received as a pension or an-
nuity shall be taken into account,

(iii) no amount to which section 871(a) ap-
plies (relating to income of nonresident
alien individuals not connected with United
States business) shall be taken into account,

(iv) no amount received for services pro-
vided by an individual while the individual
is an inmate at a penal institution shall be
taken into account,

(v) no amount described in subparagraph
(A) received for service performed in work
activities as defined in paragraph (4) or (7) of
section 407(d) of the Social Security Act to
which the taxpayer is assigned under any
State program under part A of title IV of
such Act shall be taken into account, but
only to the extent such amount is subsidized
under such State program, and

(vi) a taxpayer may elect to treat amounts
excluded from gross income by reason of sec-
tion 112 as earned income.

(3) Qualifying child
(A) In general

The term ‘‘qualifying child” means a
qualifying child of the taxpayer (as defined
in section 152(c), determined without regard
to paragraph (1)(D) thereof and section
152(e)).

(B) Married individual

The term ‘‘qualifying child”’ shall not in-
clude an individual who is married as of the
close of the taxpayer’s taxable year unless
the taxpayer is entitled to a deduction under
section 151 for such taxable year with re-
spect to such individual (or would be so enti-
tled but for section 152(e)).

(C) Place of abode

For purposes of subparagraph (A), the re-
quirements of section 152(c)(1)(B) shall be
met only if the principal place of abode is in
the United States.

(D) Identification requirements
(1) In general

A qualifying child shall not be taken
into account under subsection (b) unless
the taxpayer includes the name, age, and

TITLE 26—INTERNAL REVENUE CODE Page 120

TIN of the qualifying child on the return
of tax for the taxable year.

(ii) Other methods

The Secretary may prescribe other
methods for providing the information de-
scribed in clause ().

(4) Treatment of military personnel stationed
outside the United States

For purposes of paragraphs (1)(A){i)(I) and
(3)(C), the principal place of abode of a mem-
ber of the Armed Forces of the United States
shall be treated as in the United States during
any period during which such member is sta-
tioned outside the United States while serving
on extended active duty with the Armed
Forces of the United States. For purposes of
the preceding sentence, the term ‘‘extended
active duty’” means any period of active duty
pursuant to a call or order to such duty for a
period in excess of 90 days or for an indefinite
period.

(d) Married individuals

In the case of an individual who is married
(within the meaning of section 7703), this section
shall apply only if a joint return is filed for the
taxable year under section 6013.

(e) Taxable year must be full taxable year

Except in the case of a taxable year closed by
reason of the death of the taxpayer, no credit
shall be allowable under this section in the case
of a taxable year covering a period of less than
12 months.

(f) Amount of credit to be determined under
tables

(1) In general

The amount of the credit allowed by this
section shall be determined under tables pre-
scribed by the Secretary.

(2) Requirements for tables

The tables prescribed under paragraph (1)
shall reflect the provisions of subsections (a)
and (b) and shall have income brackets of not
greater than $50 each—

(A) for earned income between $0 and the
amount of earned income at which the credit
is phased out under subsection (b), and

(B) for adjusted gross income between the
dollar amount at which the phaseout begins
under subsection (b) and the amount of ad-
justed gross income at which the credit is
phased out under subsection (b).

[(g) Repealed. Pub. L. 111-226, title II, §219(a)(2),

Aug. 10, 2010, 124 Stat. 2403]

[(h) Repealed. Pub. L. 107-16, title III, §303(c),
June 7, 2001, 115 Stat. 55]

(i) Denial of credit for individuals having exces-
sive investment income
(1) In general
No credit shall be allowed under subsection
(a) for the taxable year if the aggregate
amount of disqualified income of the taxpayer
for the taxable year exceeds $2,200.
(2) Disqualified income

For purposes of paragraph (1), the term ‘‘dis-
qualified income’ means—
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(A) interest or dividends to the extent in-
cludible in gross income for the taxable
year,

(B) interest received or accrued during the
taxable year which is exempt from tax im-
posed by this chapter,

(C) the excess (if any) of—

(i) gross income from rents or royalties
not derived in the ordinary course of a
trade or business, over

(ii) the sum of—

(I) the deductions (other than interest)
which are clearly and directly allocable
to such gross income, plus

(IT) interest deductions properly allo-
cable to such gross income,

(D) the capital gain net income (as defined
in section 1222) of the taxpayer for such tax-
able year, and

(BE) the excess (if any) of—

(i) the aggregate income from all passive
activities for the taxable year (determined
without regard to any amount included in
earned income under subsection (c)(2) or
described in a preceding subparagraph),
over

(ii) the aggregate losses from all passive
activities for the taxable year (as so deter-
mined).

For purposes of subparagraph (E), the term
“‘passive activity” has the meaning given such
term by section 469.

(j) Inflation adjustments

(1) In general

In the case of any taxable year beginning
after 1996, each of the dollar amounts in sub-
sections (b)(2) and (i)(1) shall be increased by
an amount equal to—

(A) such dollar amount, multiplied by

(B) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, deter-
mined—

(i) in the case of amounts in subsections
(b)(2)(A) and (i)(1), by substituting ‘‘cal-
endar year 1995 for ‘‘calendar year 1992”
in subparagraph (B) thereof, and

(ii) in the case of the $3,000 amount in
subsection (b)(2)(B)(iii), by substituting
“‘calendar year 2007 for ‘‘calendar year
1992’ in subparagraph (B) of such section 1.

(2) Rounding

(A) In general

If any dollar amount in subsection
(b)(2)(A) (after being increased under sub-
paragraph (B) thereof), after being increased
under paragraph (1), is not a multiple of $10,
such dollar amount shall be rounded to the
nearest multiple of $10.

(B) Disqualified income threshold amount

If the dollar amount in subsection (i)(1),
after being increased under paragraph (1), is
not a multiple of $50, such amount shall be
rounded to the next lowest multiple of $50.
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(k) Restrictions on taxpayers who improperly
claimed credit in prior year

(1) Taxpayers making prior fraudulent or reck-
less claims

(A) In general

No credit shall be allowed under this sec-
tion for any taxable year in the disallowance
period.

(B) Disallowance period

For purposes of paragraph (1), the dis-
allowance period is—

(i) the period of 10 taxable years after
the most recent taxable year for which
there was a final determination that the
taxpayer’s claim of credit under this sec-
tion was due to fraud, and

(ii) the period of 2 taxable years after the
most recent taxable year for which there
was a final determination that the tax-
payer’s claim of credit under this section
was due to reckless or intentional dis-
regard of rules and regulations (but not
due to fraud).

(2) Taxpayers making improper prior claims

In the case of a taxpayer who is denied cred-
it under this section for any taxable year as a
result of the deficiency procedures under sub-
chapter B of chapter 63, no credit shall be al-
lowed under this section for any subsequent
taxable year unless the taxpayer provides such
information as the Secretary may require to
demonstrate eligibility for such credit.

() Coordination with certain means-tested pro-
grams

For purposes of—

(1) the United States Housing Act of 1937,

(2) title V of the Housing Act of 1949,

(3) section 101 of the Housing and Urban De-
velopment Act of 1965,

(4) sections 221(d)(3), 235, and 236 of the Na-
tional Housing Act, and

(5) the Food and Nutrition Act of 2008,

any refund made to an individual (or the spouse
of an individual) by reason of this section, and
any payment made to such individual (or such
spouse) by an employer under section 3507,1 shall
not be treated as income (and shall not be taken
into account in determining resources for the
month of its receipt and the following month).

(m) Identification numbers

Solely for purposes of subsections (¢)(1)(E) and
(©)3)(D), a taxpayer identification number
means a social security number issued to an in-
dividual by the Social Security Administration
(other than a social security number issued pur-
suant to clause (II) (or that portion of clause
(ITIT) that relates to clause (II)) of section
205(c)(2)(B)(1) of the Social Security Act) on or
before the due date for filing the return for the
taxable year.

(Added Pub. L. 94-12, title II, §204(a), Mar. 29,
1975, 89 Stat. 30, §43; amended Pub. L. 94-164,
§2(c), Dec. 23, 1975, 89 Stat. 971; Pub. L. 94-455,
title IV, §401(c)(1)(B), (2), Oct. 4, 1976, 90 Stat.

1See References in Text note below.
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1557; Pub. L. 95-600, title I, §§104(a)-(e), 105(a),
Nov. 6, 1978, 92 Stat. 2772, 2773; Pub. L. 95-615,
§202(g)(5), formerly §202(f)(5), Nov. 8, 1978, 92
Stat. 3100, renumbered §202(g)(6) and amended
Pub. L. 96-222, title I, §§101(a)(1), (2)(E),
108(a)(1)(A), Apr. 1, 1980, 94 Stat. 194, 195, 223;
Pub. L. 97-34, title I, §§111(b)(2), 112(b)(3), Aug.
13, 1981, 95 Stat. 194, 195; Pub. L. 98-21, title I,
§124(c)(4)(B), Apr. 20, 1983, 97 Stat. 91; renum-
bered §32 and amended Pub. L. 98-369, div. A,
title IV, §§423(c)(3), 471(c), title X, §1042(a)-(d)(2),
July 18, 1984, 98 Stat. 801, 826, 1043; Pub. L. 99-514,
title I, §§104(b)(1)(B), 11l1(a)—(d)(1), title XII,
§1272(d)(4), title XIII, §1301(j)(8), Oct. 22, 1986, 100
Stat. 2104, 2107, 2594, 2658; Pub. L. 100-647, title I,
§§1001(c), 1007(g)(12), Nov. 10, 1988, 102 Stat. 3350,
3436; Pub. L. 101-508, title XI, §§11101(d)(1)(B),
11111(a), (b), (e), Nov. 5, 1990, 104 Stat. 1388-405,
1388-408, 1388-412, 1388-413; Pub. L. 103-66, title
XIII, §13131(a)-(d)(1), Aug. 10, 1993, 107 Stat.
433-435; Pub. L. 103-465, title VII, §§721(a), 722(a),
723(a), 742(a), Dec. 8, 1994, 108 Stat. 5002, 5003,
5010; Pub. L. 104-7, §4(a), Apr. 11, 1995, 109 Stat.
95; Pub. L. 104-193, title IV, §451(a), (b), title IX,
§§909(a), (b), 910(a), (b), Aug. 22, 1996, 110 Stat.
22716, 2277, 2351, 2352; Pub. L. 105-34, title I,
§101(b), title III, §312(d)(2), title X, §1085(a)(1),
(b)-(d), Aug. 5, 1997, 111 Stat. 798, 840, 955, 956;
Pub. L. 105-206, title VI, §§6003(b), 6010(p)(1), (2),
6021(a), (b), July 22, 1998, 112 Stat. 791, 816, 817,
823, 824; Pub. L. 106-170, title IV, §412(a), Dec. 17,
1999, 113 Stat. 1917; Pub. L. 107-16, title II,
§201(c)(3), title III, §303(a)-(f), (h), June 7, 2001,
115 Stat. 47, 55-57; Pub. L. 107-147, title IV,
§416(a)(1), Mar. 9, 2002, 116 Stat. 55; Pub. L.
108-311, title I, §104(b), title II, §205, Oct. 4, 2004,
118 Stat. 1169, 1176; Pub. L. 109-135, title III,
§302(a), Dec. 21, 2005, 119 Stat. 2608; Pub. L.
109432, div. A, title I, §106(a), Dec. 20, 2006, 120
Stat. 2938; Pub. L. 110-234, title IV, §4002(b)(1)(B),
(2)(0), May 22, 2008, 122 Stat. 1096, 1097; Pub. L.
110-245, title I, §102(a), June 17, 2008, 122 Stat.
1625; Pub. L. 110-246, §4(a), title IV,
§4002(b)(1)(B), (2)(O), June 18, 2008, 122 Stat. 1664,
1857, 1858; Pub. L. 111-5, div. B, title I, §1002(a),
Feb. 17, 2009, 123 Stat. 312; Pub. L. 111-226, title
11, §219(a)(2), Aug. 10, 2010, 124 Stat. 2403; Pub. L.
111-312, title I, §103(c), Dec. 17, 2010, 124 Stat.
3299; Pub. L. 112-240, title I, §103(c), Jan. 2, 2013,
126 Stat. 2319; Pub. L. 113-295, div. A, title II,
§§206(a), 221(a)(3), Dec. 19, 2014, 128 Stat. 4027,
4037; Pub. L. 114-113, div. Q, title I, §103(a)—(c),
title II, §204(a), Dec. 18, 2015, 129 Stat. 3044, 3045,
3081.)

INFLATION ADJUSTED ITEMS FOR CERTAIN YEARS

For inflation adjustment of certain items in
this section, see Revenue Procedures listed in a
table under section 1 of this title.

REFERENCES IN TEXT

The Social Security Act, referred to in subsecs.
(©)(2)(B)(v) and (m), is act Aug. 14, 1935, ch. 531, 49 Stat.
620, as amended. Part A of title IV of the Act is classi-
fied generally to part A (§601 et seq.) of subchapter IV
of chapter 7 of Title 42, The Public Health and Welfare.
Sections 205(c)(2)(B)(i) and 407(d)(4), (7) of the Act are
classified to sections 405(c)(2)(B)(i) and 607(d)(4), (7), re-
spectively, of Title 42. For complete classification of
this Act to the Code, see section 1305 of Title 42 and
Tables.

Section 3507, referred to in subsec. (1), was repealed by
Pub. L. 111-226, title II, §219(a)(1), Aug. 10, 2010, 124
Stat. 2403.
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The United States Housing Act of 1937, referred to in
subsec. (I)(1), is act Sept. 1, 1937, ch. 896, as revised gen-
erally by Pub. L. 93-383, title II, §201(a), Aug. 22, 1974,
88 Stat. 6563, which is classified generally to chapter 8
(§1437 et seq.) of Title 42, The Public Health and Wel-
fare. For complete classification of this Act to the
Code, see Short Title note under section 1437 of Title 42
and Tables.

The Housing Act of 1949, referred to in subsec. (1)(2),
is act July 15, 1949, ch. 338, 63 Stat. 413, as amended.
Title V of the Act is classified generally to subchapter
IIT (§1471 et seq.) of chapter 8A of Title 42. For complete
classification of this Act to the Code, see Short Title
note set out under section 1441 of Title 42 and Tables.

Section 101 of the Housing and Urban Development
Act of 1965, referred to in subsec. (1)(3), is section 101 of
Pub. L. 89-117, title I, Aug. 10, 1965, 79 Stat. 451, which
enacted section 1701s of Title 12, Banks and Banking,
and amended sections 1451 and 1465 of Title 42.

Sections 221(d)(3), 235, and 236 of the National Hous-
ing Act, referred to in subsec. (1)(4), are classified to
sections 17151(d)(3), 1715z, and 1715z-1, respectively, of
Title 12.

The Food and Nutrition Act of 2008, referred to in
subsec. (I)(5), is Pub. L. 88-525, Aug. 31, 1964, 78 Stat. 703,
which is classified generally to chapter 51 (§2011 et seq.)
of Title 7, Agriculture. For complete classification of
this Act to the Code, see Short Title note set out under
section 2011 of Title 7 and Tables.

CODIFICATION

Pub. L. 110-234¢ and Pub. L. 110-246 made identical
amendments to this section. The amendments by Pub.
L. 110234 were repealed by section 4(a) of Pub. L.
110-246.

PRIOR PROVISIONS

A prior section 32 was renumbered section 33 of this
title.

AMENDMENTS

2015—Subsec. (b)(1). Pub. L. 114-113, §103(a), amended
par. (1) generally. Prior to amendment, par. (1) pro-
vided credit and phaseout percentages for eligible indi-
viduals with 1, 2 or more, or no qualifying children.

Subsec. (b)(2)(B). Pub. L. 114-113, §103(b), amended
subpar. (B) generally. Prior to amendment, text read as
follows: ‘“‘In the case of a joint return filed by an eligi-
ble individual and such individual’s spouse, the phase-
out amount determined under subparagraph (A) shall
be increased by $3,000.”

Subsec. (b)(3). Pub. L. 114-113, §103(c), struck out par.
(3) which provided for increased credit percentage for
taxpayers with 3 or more qualifying children and reduc-
tion of marriage penalty in taxable years beginning
after 2008 and before 2018, with adjustment for infla-
tion.

Subsec. (m). Pub. L. 114-113, §204(a), inserted ‘‘on or
before the due date for filing the return for the taxable
year” before period at end.

2014—Subsec. (b)(1). Pub. L. 113-295, §221(a)(3)(A),
struck out subpar. (A) designation, heading ‘‘In gen-
eral”’, and introductory provisions ‘‘In the case of tax-
able years beginning after 1995:” before the table and
struck out subpars. (B) and (C) which related to transi-
tional percentages for 1995 and transitional percentages
for 1994, respectively, and realigned margins.

Subsec. (b)(2)(B). Pub. L. 113-295, §221(a)(3)(B), sub-
stituted ‘‘increased by $3,000.”” for ‘‘increased by—

‘(1) $1,000 in the case of taxable years beginning in

2002, 2003, and 2004,

““(ii) $2,000 in the case of taxable years beginning in

2005, 2006, and 2007, and

‘4(iii) $3,000 in the case of taxable years beginning

after 2007.”

Subsec. (b)(3)(B)(ii). Pub. L. 113-295, §206(a), sub-
stituted ‘‘after 2009’ for ‘‘in 2010’ in introductory pro-
visions.

2013—Subsec. (b)(3). Pub. L. 112-240 substituted ‘‘for
certain years” for ‘2009, 2010, 2011, and 2012’ in heading
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and ‘‘after 2008 and before 2018 for ‘‘in 2009, 2010, 2011,
or 2012 in introductory provisions.

2010—Subsec. (b)(3). Pub. L. 111-312 substituted ‘2009,
2010, 2011, and 2012’ for ‘2009 and 2010 in heading and
¢, 2010, 2011, or 2012 for ‘‘or 2010’ in introductory pro-
visions.

Subsec. (g). Pub. L. 111-226 struck out subsec. (g).
Text read as follows:

‘(1) RECAPTURE OF EXCESS ADVANCE PAYMENTS.—If
any payment is made to the individual by an employer
under section 3507 during any calendar year, then the
tax imposed by this chapter for the individual’s last
taxable year beginning in such calendar year shall be
increased by the aggregate amount of such payments.

‘(2) RECONCILIATION OF PAYMENTS ADVANCED AND
CREDIT ALLOWED.—Any increase in tax under paragraph
(1) shall not be treated as tax imposed by this chapter
for purposes of determining the amount of any credit
(other than the credit allowed by subsection (a)) allow-
able under this part.”

2009—Subsec. (b)(3). Pub. L. 111-5 added par. (3).

2008—Subsec. (¢)(2)(B)(vi). Pub. L. 110-245 amended cl.
(vi) generally. Prior to amendment, cl. (vi) read as fol-
lows: ‘‘in the case of any taxable year ending—

‘(I) after the date of the enactment of this clause,
and
‘(IT) before January 1, 2008,
a taxpayer may elect to treat amounts excluded from
gross income by reason of section 112 as earned in-
come.”

Subsec. (I)(5). Pub. L. 110-246, §4002(b)(1)(B), (2)(O),
substituted ‘““Food and Nutrition Act of 2008’ for ‘‘Food
Stamp Act of 1977”.

2006—Subsec. (c)(2)(B)(vi)(II). Pub. L. 109432 sub-
stituted ‘2008 for ¢2007’.

2006—Subsec. (¢)(2)(B)(vi)(II). Pub. L. 109-135 sub-
stituted ‘2007 for ¢2006°.

2004—Subsec. (c)(1)(C) to (G). Pub. L. 108-311,

§205(b)(1), redesignated subpars. (D) to (G) as (C) to (F),
respectively, and struck out former subpar. (C) which
related to 2 or more claiming qualifying child.

Subsec. (¢)(2)(B)(vi). Pub. L. 108-311, §104(b), added cl.
(vi).

Subsec. (¢)(3). Pub. L. 108-311, §205(a), amended par.
(3) generally, substituting subpars. (A) to (D) for former
subpars. (A) to (E), relating to qualifying child in gen-
eral, relationship test, age requirements, identification
requirements, and place of abode requirements.

Subsec. (¢)(4). Pub. L. 108-311, §205(b)(2), substituted
“(3)(C)” for “(3)(E)”.

Subsec. (m). Pub. L. 108-311, §205(b)(3), substituted
“(e)(A)(E)” for “(c)(1)(F)”.

2002—Subsec. (g)(2). Pub. L. 107-147 substituted ‘“part”’
for ‘‘subpart’.

2001—Subsec. (a)(2)(B). Pub. L. 107-16, §303(d)(1),
struck out ‘“‘modified” before ‘‘adjusted gross income’’.

Subsec. (b)(2). Pub. L. 107-16, §303(a)(1), reenacted par.
heading without change, designated existing provisions
as subpar. (A), inserted subpar. heading, substituted
‘“Subject to subparagraph (B), the earned’” for ‘‘The
earned’’, and added subpar. (B).

Subsec. (¢)(1)(C). Pub. L. 107-16, §303(f), amended
heading and text of subpar. (C) generally. Prior to
amendment, text read as follows: ‘“If 2 or more individ-
uals would (but for this subparagraph and after applica-
tion of subparagraph (B)) be treated as eligible individ-
uals with respect to the same qualifying child for tax-
able years beginning in the same calendar year, only
the individual with the highest modified adjusted gross
income for such taxable years shall be treated as an eli-
gible individual with respect to such qualifying child.”

Subsec. (¢)(2)(A)(). Pub. L. 107-16, §303(b), inserted
‘., but only if such amounts are includible in gross in-
come for the taxable year” after ‘‘other employee com-
pensation’.

Subsec. (c)(3)(A)({i). Pub. L. 107-16, §303(e)(2)(B),
struck out ‘‘except as provided in subparagraph
(B)(iii),” before ‘“who has’’.

Subsec. (¢)(3)(B)(1). Pub. L. 107-16, §303(e)(1), reen-
acted heading, introductory provisions, and subcl. (III)
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of cl. (i) without change and amended subcls. (I) and (II)
generally. Prior to amendment, subcls. (I) and (II) read
as follows:

‘“(I) a son or daughter of the taxpayer, or a descend-
ant of either,

‘“(IT) a stepson or stepdaughter of the taxpayer, or.”

Subsec. (¢)(3)(B)(iii). Pub. L. 107-16, §303(e)(2)(A), re-
enacted heading without change and amended text gen-
erally. Prior to amendment, text read as follows: ‘‘For
purposes of clause (i)(III), the term ‘eligible foster
child’ means an individual not described in clause (i)(I)
or (IT) who—

‘“(I) is a brother, sister, stepbrother, or stepsister of
the taxpayer (or a descendant of any such relative) or
is placed with the taxpayer by an authorized place-
ment agency,

“(II) the taxpayer cares for as the taxpayer’s own
child, and

“(I1II) has the same principal place of abode as the
taxpayer for the taxpayer’s entire taxable year.”
Subsec. (c)(3)(E). Pub. L. 107-16, §303(h), substituted

‘“‘subparagraph (A)(ii)” for ‘‘subparagraphs (A)(ii) and
(B)({iD)AID).

Subsec. (¢)(5). Pub. L. 107-16, §303(d)(2)(A), struck out
heading and text of par. (56), which defined ‘‘modified
adjusted gross income’” as meaning adjusted gross in-
come without regard to certain described amounts and
increased by certain described amounts.

Subsec. (£)(2)(B). Pub. L. 107-16, §303(d)(2)(B), struck
out ‘“‘modified” before ‘‘adjusted gross income’ in two
places.

Subsec. (h). Pub. L. 107-16, §303(c), struck out heading
and text of subsec. (h). Text read as follows: ‘“The cred-
it allowed under this section for the taxable year shall
be reduced by the amount of tax imposed by section 55
(relating to alternative minimum tax) with respect to
such taxpayer for such taxable year.”

Subsec. (j)(1)(B). Pub. L. 107-16, §303(a)(2), amended
subpar. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘‘the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar year in
which the taxable year begins, determined by sub-
stituting ‘calendar year 1995’ for ‘calendar year 1992’ in
subparagraph (B) thereof.”

Subsec. (j)(2)(A). Pub. L. 107-16, §303(a)(3), substituted
‘“‘subsection (b)(2)(A) (after being increased under sub-
paragraph (B) thereof)’’ for ‘‘subsection (b)(2)”.

Subsec. (n). Pub. L. 107-16, §201(c)(3), struck out head-
ing and text of subsec. (n), which had increased credit
allowable under this section in the case of a taxpayer
with respect to whom a child tax credit is allowed
under section 24(a), described amount of increase, and
set forth provisions relating to coordination with other
credits allowable under this part.

1999—Subsec. (¢)(3)(B)(iii). Pub. L. 106-170 added subcl.
(I) and redesignated former subcls. (I) and (II) as (II)
and (III), respectively.

1998—Subsec. (c)(1)(F). Pub. L. 105-206, §6021(a), added
introductory provisions and struck out former intro-
ductory provisions which read as follows: ‘“The term
‘eligible individual’ does not include any individual
who does not include on the return of tax for the tax-

able year—’.

Subsec. (¢)(1)(G). Pub. L. 105206, §6021(b)(2), added
subpar. (G).

Subsec. (¢)(2)(B)(v). Pub. L. 105-206, §6010(p)(2), in-
serted ‘‘shall be taken into account’ before ‘‘, but
only”’.

Subsec. (¢)(3)(A)({i) to (iv). Pub. L. 105-206, §6021(b)(3),
inserted ‘“‘and’ at end of cl. (ii), substituted a period for
¢, and” at end of cl. (iii), and struck out cl. (iv) which
read as follows: ‘‘with respect to whom the taxpayer
meets the identification requirements of subparagraph
D).

Subsec. (¢)(3)(D)(i). Pub. L. 105-206, §6021(b)(1), reen-
acted heading without change and amended text of cl.
(i) generally. Prior to amendment, text read as follows:
‘“The requirements of this subparagraph are met if the
taxpayer includes the name, age, and TIN of each quali-
fying child (without regard to this subparagraph) on
the return of tax for the taxable year.”
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Subsec. (c)(5)(A). Pub. L. 105-206, §6010(p)(1)(A), in-
serted ‘‘and increased by the amounts described in sub-
paragraph (C)”’ before period at end.

Subsec. (¢)(5)(B). Pub. L. 105-206, §6010(p)(1)(B), (C),
inserted ‘‘or” at end of cl. (iii) and substituted cl.
(iv)(III) and concluding provisions for former cls.
(iv)III), (v), (vi), and concluding provisions which read
as follows:

‘“(ITI) other trades or businesses
‘(v) interest received or accrued during the taxable
year which is exempt from tax imposed by this chap-
ter, and
‘(vi) amounts received as a pension or annuity, and
any distributions or payments received from an indi-
vidual retirement plan, by the taxpayer during the
taxable year to the extent not included in gross in-
come.
For purposes of clause (iv), there shall not be taken
into account items which are attributable to a trade or
business which consists of the performance of services
by the taxpayer as an employee. Clause (vi) shall not
include any amount which is not includible in gross in-
come by reason of section 402(c), 403(a)(4), 403(b),
408(d)(3), (4), or (5), or 457(e)(10).”

Subsec. (¢)(5)(C). Pub. L. 105-206, §6010(p)(1)(C), added
subpar. (C).

Subsecs. (m), (n). Pub. L. 105-206, §6003(b), redesig-
nated subsec. (m), relating to supplemental child cred-
it, as (n) and amended text generally. Prior to amend-
ment, text read as follows:

‘(1) IN GENERAL.—In the case of a taxpayer with re-
spect to whom a credit is allowed under section 24 for
the taxable year, there shall be allowed as a credit
under this section an amount equal to the supple-
mental child credit (if any) determined for such tax-
payer for such taxable year under paragraph (2). Such
credit shall be in addition to the credit allowed under
subsection (a).

‘(2) SUPPLEMENTAL CHILD CREDIT.—For purposes of
this subsection, the supplemental child credit is an
amount equal to the excess (if any) of—

‘“(A) the amount determined under section
24(d)(1)(A), over

“(B) the amount determined under section
24(d)(1)(B).

The amounts referred to in subparagraphs (A) and (B)
shall be determined as if section 24(d) applied to all
taxpayers.

¢“(3) COORDINATION WITH SECTION 24.—The amount of
the credit under section 24 shall be reduced by the
amount of the credit allowed under this subsection.”

1997—Subsec. (¢)(2)(B)(v). Pub. L. 105-34, §1085(c),
added cl. (v).

Subsec. (¢)(4). Pub. L. 105-34, §312(d)(2), struck out
“‘(as defined in section 1034(h)(3)’ after ‘‘serving on ex-
tended active duty’ and inserted at end ‘‘For purposes
of the preceding sentence, the term ‘extended active
duty’ means any period of active duty pursuant to a
call or order to such duty for a period in excess of 90
days or for an indefinite period.”’

Subsec. (c)(5)(B). Pub. L. 105-34, §1085(d)(4), inserted
at end of concluding provisions ‘‘Clause (vi) shall not
include any amount which is not includible in gross in-
come by reason of section 402(c), 403(a)(4), 403(b),
408(d)(3), (4), or (5), or 457(e)(10).”

Subsec. (¢)(B)(B)(@{v). Pub. L. 105-34, §1085(b), sub-
stituted ‘75 percent’ for ‘‘50 percent’ in introductory
provisions.

Subsec. (¢)(5)(B)(V), (vi). Pub. L. 105-34, §1085(d)(1)—(3),
added cls. (v) and (vi).

Subsec. (k). Pub. L. 105-34, §1085(a)(1), added subsec.
(k). Former subsec. (k) redesignated (I).

Subsec. (I). Pub. L. 105-34, §1085(a)(1), redesignated
subsec. (k) as (I). Former subsec. (1) redesignated (m).

Subsec. (m). Pub. L. 105-34, §1085(a)(1), redesignated
subsec. (1) as (m) relating to identification numbers.

Pub. L. 105-34, §101(b), added subsec. (m) relating to
supplemental child credit.

1996—Subsec. (a)(2)(B). Pub. L. 104-193, §910(a), in-
serted ‘‘modified’”’ before ‘‘adjusted gross income’’.
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Subsec. (b)(2). Pub. L. 104-193, §909(a)(3), reenacted
heading without change and amended text generally.
Prior to amendment, text consisted of subpars. (A) and
(B) setting out tables for determining the earned in-
come amount for taxable years beginning after 1994 and
for taxable years beginning in 1994.

Subsec. (c)(1)(C). Pub. L. 104-193, §910(a),
“‘modified”’ before ‘‘adjusted gross income”’.

Subsec. (¢)(1)(F). Pub. L. 104-193, §451(a), added sub-
par. (F).

Subsec. (¢)(5). Pub. L. 104-193, §910(b), added par. (5).

inserted

Subsec. (£)(2)(B). Pub. L. 104-193, §910(a), inserted
“modified” before ‘‘adjusted gross income’” in two
places.

Subsec. (i)(1). Pub. L. 104-193, §909(a)(1), substituted
‘82,200 for ‘*$2,350"".

Subsec. (i)(2). Pub. L. 104-193, §909(b), added subpars.
(D) and (E) and concluding provisions.

Subsec. (j). Pub. L. 104-193, §909(a)(2), reenacted head-
ing without change and amended text generally. Prior
to amendment, text read as follows:

‘(1) IN GENERAL.—In the case of any taxable year be-
ginning after 1994, each dollar amount contained in
subsection (b)(2)(A) shall be increased by an amount
equal to—

‘‘(A) such dollar amount, multiplied by

‘“(B) the cost-of-living adjustment determined
under section 1(f)(3), for the calendar year in which
the taxable year begins, by substituting ‘calendar
year 1993’ for ‘calendar year 1992°.

‘“(2) ROUNDING.—If any dollar amount after being in-
creased under paragraph (1) is not a multiple of $10,
such dollar amount shall be rounded to the nearest
multiple of $10 (or, if such dollar amount is a multiple
of $5, such dollar amount shall be increased to the next
higher multiple of $10).”

Subsec. (I). Pub. L. 104-193, §451(b), added subsec. (I).

1995—Subsecs. (i) to (k). Pub. L. 104-7 added subsec. (i)
and redesignated former subsecs. (i) and (j) as (j) and
(k), respectively.

1994—Subsec. (¢c)(1)(E). Pub. L. 103-465, §722(a), added
subpar. (E).

Subsec. (¢)(2)(B)(iv). Pub. L. 103-465, §723(a), added cl.
({iv).

Subsec. (¢)(3)(D)(i). Pub. L. 103-465, §742(a), amended
heading and text of cl. (i) generally. Prior to amend-
ment, text read as follows: ‘‘“The requirements of this
subparagraph are met if—

“(I) the taxpayer includes the name and age of each
qualifying child (without regard to this subpara-
graph) on the return of tax for the taxable year, and

‘“(IT) in the case of an individual who has attained
the age of 1 year before the close of the taxpayer’s
taxable year, the taxpayer includes the taxpayer
identification number of such individual on such re-
turn of tax for such taxable year.”

Subsec. (¢)(4). Pub. L. 103465, §721(a), added par. (4).

1993—Subsec. (a). Pub. L. 103-66, §13131(a), amended
heading and text of subsec. (a) generally. Prior to
amendment, text read as follows: “‘In the case of an eli-
gible individual, there shall be allowed as a credit
against the tax imposed by this subtitle for the taxable
year an amount equal to the sum of—

‘(1) the basic earned income credit, and

‘“(2) the health insurance credit.”

Subsec. (b). Pub. L. 103-66, §13131(a), substituted
‘“Percentages and amounts’ for ‘‘Computation of cred-
it” in heading and amended text generally. Prior to
amendment, text related to method of computation of
both earned income credit and health insurance credit.

Subsec. (¢)(1)(A). Pub. L. 103-66, §13131(b), amended
heading and text of subpar. (A) generally. Prior to
amendment, text read as follows: ‘“The term ‘eligible
individual’ means any individual who has a qualifying
child for the taxable year.”

Subsec. (¢)(3)(D)(i). Pub. L. 103-66, §13131(d)(1), redes-
ignated cl. (iii) as (ii), substituted ¢‘clause (i)’ for
‘‘clause (i) or (ii)”’, and struck out heading and text of
former cl. (ii). Text read as follows: ‘‘In the case of any
taxpayer with respect to which the health insurance
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credit is allowed under subsection (a)(2), the Secretary
may require a taxpayer to include an insurance policy
number or other adequate evidence of insurance in ad-
dition to any information required to be included in
clause (i).”

Subsec. (i)(1). Pub. L. 103-66, §13131(c)(1), added par.
(1) and struck out text and heading of former par. (1).
Text read as follows: ‘“‘In the case of any taxable year
beginning after the applicable calendar year, each dol-
lar amount referred to in paragraph (2)(B) shall be in-
creased by an amount equal to—

‘“(A) such dollar amount, multiplied by

‘(B) the cost-of-living adjustment determined
under section 1(f)(3), for the calendar year in which
the taxable year begins, by substituting ‘calendar

year 1984’ for ‘calendar year 1989’ in subparagraph (B)

thereof.”

Subsec. (i)(2), (3). Pub. L. 103-66, §13131(c), redesig-
nated par. (3) as (2) and struck out former par. (2) which
defined terms for purposes of the inflation adjustment
in par. (1).

1990—Subsec. (a). Pub. L. 101-508, §11111(a), amended
subsec. (a) generally. Prior to amendment, subsec. (a)
read as follows: ‘‘In the case of an eligible individual,
there is allowed as a credit against the tax imposed by
this subtitle for the taxable year an amount equal to 14
percent of so much of the earned income for the taxable
year as does not exceed $5,714.”

Subsec. (b). Pub. L. 101-508, §11111(a), substituted
heading for one which read ‘“‘Limitation” and amended
subsec. (b) generally. Prior to amendment, subsec. (b)
read as follows: ““The amount of the credit allowable to
a taxpayer under subsection (a) for any taxable year
shall not exceed the excess (if any) of—

‘(1) the maximum credit allowable under sub-
section (a) to any taxpayer, over
‘(2) 10 percent of so much of the adjusted gross in-
come (or, if greater, the earned income) of the tax-
payer for the taxable year as exceeds $9,000.
In the case of any taxable year beginning in 1987, para-
graph (2) shall be applied by substituting ‘$6,500° for
‘$9,000°.”

Subsec. (¢). Pub. L. 101-508, §11111(a), amended subsec.
(c) generally, inserting ‘‘and special rules’” in heading
and substituting present provisions for provisions de-
fining ‘‘eligible individual” and ‘‘earned income’’.

Subsec. (1)(1)(B). Pub. L. 101-508, §11101(d)(1)(B), sub-
stituted <1989 for ‘“1987"".

Subsec. (1)(2)(A). Pub. L. 101-508, §11111(e)(1), (2), sub-
stituted ‘‘clause (i) of subparagraph (B)”’ for ‘‘clause (i)
or (ii) of subparagraph (B)” in cl. (i) and ‘‘clause (ii)”’
for ‘‘clause (iii)”’ in cl. (ii).

Subsec. (1)(2)(B). Pub. L. 101-508, §11111(e)(3), amended
subpar. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘“The dollar amounts referred to in this
subparagraph are—

‘(i) the $5,714 amount contained in subsection (a),

‘‘(ii) the $6,500 amount contained in the last sen-
tence of subsection (b), and

‘‘(iii) the $9,000 amount contained in subsection
(0)(2).”
Subsec. (j). Pub. L. 101-508, §11111(b), added subsec.

@.

1988—Subsec. (h). Pub. L. 100-647, §1007(g)(12), struck
out ‘‘for taxpayers other than corporations’ after ‘‘al-
ternative minimum tax’’.

Subsec. (1)(3). Pub. L. 100-647, §1001(c), amended par.
(3) generally. Prior to amendment, par. (3) read as fol-
lows: “‘If any increase determined under paragraph (1)
is not a multiple of $10, such increase shall be rounded
to the nearest multiple of $10 (or, if such increase is a
multiple of $5, such increase shall be increased to the
next higher multiple of $10).”’

1986—Subsec. (a). Pub. L. 99-514, §111(a), substituted
‘14 percent’ for ‘11 percent’ and ‘‘$5,714”" for ‘$5,000"".

Subsec. (b). Pub. L. 99-514, §111(b), amended subsec.
(b) generally. Prior to amendment, subsec. (b) read as
follows: ‘“The amount of the credit allowable to a tax-
payer under subsection (a) for any taxable year shall
not exceed the excess (if any) of—
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‘(1) $550, over

€(2) 12% percent of so much of the adjusted gross
income (or, if greater, the earned income) of the tax-
payer for the taxable year as exceeds $6,500.”"

Subsec. (c)(1)(A)({). Pub. L. 99-514, §1301(j)(8), sub-
stituted ‘““section 7703’ for ‘‘section 143".
Pub. L. 99-514, §104(b)(1)(B), substituted ‘‘section

151(c)(3)” for ‘‘section 151(e)(3)”.

Subsec. (c)(1)(C). Pub. L. 99-514, §1272(d)(4), struck out
“or 931" after ‘911" in heading, and amended text gen-
erally. Prior to amendment, text read as follows: ‘““The
term ‘eligible individual’ does not include an individual
who, for the taxable year, claims the benefits of—

‘(1) section 911 (relating to citizens or residents of
the United States living abroad),

‘“(ii) section 931 (relating to income from sources
within possessions of the United States).”
Subsec. (d). Pub. L. 99-514, §1301(j)(8),

“‘section 7703 for ‘‘section 143”.

Subsec. (f)(2)(A), (B). Pub. L. 99-514, §111(d)(1), added
subpars. (A) and (B) and struck out former subpars. (A)
and (B) which read as follows:

““(A) for earned income between $0 and $11,000, and

“(B) for adjusted gross income between $6,500 and
$11,000.”

Subsec. (i). Pub. L. 99-514, §111(c), added subsec. (i).

1984—Pub. L. 98-369, §471(c), renumbered section 43 of
this title as this section.

Subsec. (a). Pub. L. 98-369, §1042(a), substituted 11
percent” for ‘10 percent’’.

Subsec. (b)(1). Pub. L. 98-369, §1042(d)(1), substituted
¢“$5560”* for “*$500"".

substituted

Subsec. (b)(2). Pub. L. 98-369, §1042(b), substituted
€“12%6 percent” for ¢12.5 percent” and ¢$6,500° for
€“$6,000”°.

Subsec. (c)(1)(A)({). Pub. L. 98-369, §423(c)(3)(A), in-
serted ‘‘or would be so entitled but for paragraph (2) or
(4) of section 152(e)’’.

Subsec. (c)(1)(B). Pub. L. 98-369, §423(c)(3)(B), sub-
stituted ‘‘as the individual for more than one-half of
the taxable year” for ‘‘as the individual’’.

Subsec. (£)(2)(A). Pub. L. 98-369, §1042(d)(2), sub-
stituted ‘‘between $0 and $11,000” for ‘‘between $0 and
$10,000°.

Subsec. (£)(2)(B). Pub. L. 98-369, §1042(d)(2), sub-

stituted ‘‘between $6,500 and $11,000”’ for ‘‘between $6,000
and $10,000"".

Subsec. (h). Pub. L. 98-369, §1042(c), added subsec. (h).

1983—Subsec. (c)(2)(A)(ii). Pub. L. 98-21 inserted be-
fore period at end ¢, but such net earnings shall be de-
termined with regard to the deduction allowed to the
taxpayer by section 164(f)”.

1981—Subsec. (¢)(1)(C). Pub. L. 97-34 struck out ref-
erence to section 913 in heading, substituted ‘‘relating
to citizens or residents of the United States living
abroad” for ‘‘relating to income earned by individuals
in certain camps outside the United States’ in cl. (i),
struck out cl. (ii) which made reference to section 913,
and redesignated cl. (iii) as (ii).

1980—Subsec. (¢)(1)(C). Pub. L. 96222, §101(a)(1), in
heading substituted ‘‘who claims benefit of section 911,
913, or 931 for ‘“‘entitled to exclude income under sec-
tion 9117 and in text substituted ‘‘claims the benefits
of”” for ‘‘is entitled to exclude any amounts from gross
income under’’ and inserted reference to section 913 (re-
lating to deduction for certain expenses of living
abroad).

Subsecs. (g), (h). Pub. L. 96-222, §101(a)(2)(E), redesig-
nated subsec. (h) as (g).

1978—Subsec. (a). Pub. L. 95-600, §104(a), substituted
‘“‘subtitle’ for ‘‘chapter’ and ‘$5,000”’ for ‘‘$4,000"".

Subsec. (b). Pub. L. 95-600, §104(b), substituted provi-
sion limiting the allowable credit to an amount not to
exceed the excess of $500 over 12.5 percent of so much
of the adjusted gross income for the taxable year as ex-
ceeds $6,000 for provision limiting the allowable credit
to an amount reduced by 10 percent of so much of the
adjusted gross income for the taxable year as exceeds
$4,000.

Subsec. (¢)(1). Pub. L. 95-600, §104(e), amended par. (1)
generally, substituting in definition of eligible individ-



§32

ual one who is married and is entitled to a deduction
under section 151 for a child, provided the child has the
same principal abode as the individual and the abode is
in the United States, is a surviving spouse, or is a head
of household, provided the household is in the United
States for one who maintains a household in the United
States which is the principal abode of that individual
and a child of that individual who meets the require-
ments of section 151(e)(1)(B) or a child of that individ-
ual who is disabled within the meaning of section
72(m)(7) and to whom the individual is entitled to claim
a deduction under section 151.

Subsec. (¢)(1)(C). Pub. L. 95-615, §202(f)(5), which di-
rected the amendment of subsec. (¢)(1)(B) by substitut-
ing ‘‘(relating to income earned by employees in cer-
tain camps)”’ for ‘‘(relating to earned income from
sources without the United States)’, was executed to
subsec. (¢)(1)(C) to reflect the probable intent of Con-
gress and the general amendment of subsec. (c)(1) by
Pub. L. 95-600 which enacted provisions formerly con-
tained in subsec. (¢)(1)(B) in subsec. (c)(1)(C).

Subsec. (¢)(2)(B). Pub. L. 95600, §104(d), redesignated
cls. (ii) to (iv) as (i) to (iii), respectively. Former cl. (i),
which provided that amounts be taken into account
only if includible in the gross income of the taxpayer
for the taxable year, was struck out.

Subsec. (f). Pub. L. 95-600, § 104(c), added subsec. (f).

Subsec. (h). Pub. L. 95600, §105(a), added subsec. (h).

1976—Subsec. (a). Pub. L. 94-455, §401(c)(1)(B), sub-
stituted ‘‘is allowed” for ‘‘shall be allowed’ and struck
out provisions relating to the application of the six-
month rule.

Subsec. (b). Pub. L. 94455, §401(c)(1)(B), struck out
provisions relating to the application of the six-month
rule.

Subsec. (¢)(1)(A). Pub. L. 94-455, §401(c)(2), among
other changes, substituted ‘‘section 44A(f)(1)”’ for ‘‘sec-
tion 214(b)(3)” and ‘‘if such child meets the require-
ments of section 151(e)(1)(B)” for ‘“with respect to
whom he is entitled to claim a deduction under section
1561(e)(1)(B)” and inserted reference to a child of that in-
dividual who is disabled (within the meaning of section
T2(m)(7)) and with respect to whom that individual is
entitled to claim a deduction under section 151.

1975—Subsec. (a). Pub. L. 94-164 designated existing
provisions as par. (1) and added par. (2).

Subsec. (b). Pub. L. 94-164 designated existing provi-
sions as par. (1) and added par. (2).

EFFECTIVE DATE OF 2015 AMENDMENT

Pub. L. 114-113, div. Q, title I, §103(d), Dec. 18, 2015, 129
Stat. 3045, provided that: ‘“The amendments made by
this section [amending this section] shall apply to tax-
able years beginning after December 31, 2015.”"

Pub. L. 114-113, div. Q, title II, §204(b), Dec. 18, 2015,
129 Stat. 3081, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendment made by this section [amending this
section] shall apply to any return of tax, and any
amendment or supplement to any return of tax, which
is filed after the date of the enactment of this Act [Dec.
18, 2015].

‘“(2) EXCEPTION FOR TIMELY-FILED 2015 RETURNS.—The
amendment made by this section shall not apply to any
return of tax (other than an amendment or supplement
to any return of tax) for any taxable year which in-
cludes the date of the enactment of this Act if such re-
turn is filed on or before the due date for such return
of tax.”

EFFECTIVE DATE OF 2014 AMENDMENT

Pub. L. 113-295, div. A, title II, §206(d), Dec. 19, 2014,
128 Stat. 4027, provided that: ‘“‘The amendments made
by this section [amending this section and sections
1397B and 2801 of this title and provisions set out as a
note under section 2001 of this title] shall take effect as
if included in the provisions of the Tax Relief, Unem-
ployment Insurance Reauthorization, and Job Creation
Act of 2010 [Pub. L. 111-312] to which they relate.”
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Amendment by section 221(a)(3) of Pub. L. 113-295 ef-
fective Dec. 19, 2014, subject to a savings provision, see
section 221(b) of Pub. L. 113-295, set out as a note under
section 1 of this title.

EFFECTIVE DATE OF 2013 AMENDMENT

Amendment by Pub. L. 112-240 applicable to taxable
years beginning after Dec. 31, 2012, see section 103(e)(1)
of Pub. L. 112-240, set out as a note under section 24 of
this title.

EFFECTIVE DATE OF 2010 AMENDMENT

Amendment by Pub. L. 111-312 applicable to taxable
years beginning after Dec. 31, 2010, see section 103(d) of
Pub. L. 111-312, set out as an Effective and Termination
Dates of 2010 Amendment note under section 24 of this
title.

Pub. L. 111-226, title II, §219(c), Aug. 10, 2010, 124 Stat.
2403, provided that: ‘“The repeals and amendments
made by this section [amending this section and sec-
tions 6012, 6051, and 6302 of this title and repealing sec-
tion 3507 of this title] shall apply to taxable years be-
ginning after December 31, 2010.”’

EFFECTIVE DATE OF 2009 AMENDMENT

Pub. L. 111-5, div. B, title I, §1002(b), Feb. 17, 2009, 123
Stat. 312, provided that: “The amendments made by
this section [amending this section] shall apply to tax-
able years beginning after December 31, 2008.”’

EFFECTIVE DATE OF 2008 AMENDMENT

Amendment of this section and repeal of Pub. L.
110-234 by Pub. L. 110-246 effective May 22, 2008, the
date of enactment of Pub. L. 110-234, except as other-
wise provided, see section 4 of Pub. L. 110-246, set out
as an Effective Date note under section 8701 of Title 7,
Agriculture.

Amendment by section 4002(b)(1)(B), (2)(O) of Pub. L.
110-246 effective Oct. 1, 2008, see section 4407 of Pub. L.
110-246, set out as a note under section 1161 of Title 2,
The Congress.

Pub. L. 110-245, title I, §102(d), June 17, 2008, 122 Stat.
1625, provided that: ‘“The amendments made by this
section [amending this section and section 6428 of this
title] shall apply to taxable years ending after Decem-
ber 31, 2007.”

EFFECTIVE DATE OF 2006 AMENDMENT

Pub. L. 109432, div. A, title I, §106(b), Dec. 20, 2006, 120
Stat. 2938, provided that: ‘“The amendment made by
this section [amending this section] shall apply to tax-
able years beginning after December 31, 2006.’

EFFECTIVE DATE OF 2005 AMENDMENT

Pub. L. 109-135, title III, §302(b), Dec. 21, 2005, 119
Stat. 2608, provided that: ‘““The amendment made by
subsection (a) [amending this section] shall apply to
taxable years beginning after December 31, 2005.”’

EFFECTIVE DATE OF 2004 AMENDMENT

Pub. L. 110-245, title I, §102(c), June 17, 2008, 122 Stat.
1625, provided that: ‘“Section 105 of the Working Fami-
lies Tax Relief Act of 2004 [section 105 of Pub. L. 108-311,
set out as a note under section 1 of this title] (relating
to application of EGTRRA sunset to this title [prob-
ably means title I of Pub. L. 108-311, see Tables for clas-
sification]) shall not apply to section 104(b) of such Act
[amending this section].”

Pub. L. 108-311, title I, §104(c)(2), Oct. 4, 2004, 118 Stat.
1169, provided that: ‘“The amendments made by sub-
section (b) [amending this section] shall apply to tax-
able years ending after the date of the enactment of
this Act [Oct. 4, 2004].”

Amendment by section 205 of Pub. L. 108-311 applica-
ble to taxable years beginning after Dec. 31, 2004, see
section 208 of Pub. L. 108-311, set out as a note under
section 2 of this title.

EFFECTIVE DATE OF 2002 AMENDMENT

Pub. L. 107-147, title IV, §416(a)(2), Mar. 9, 2002, 116
Stat. 55, provided that: ‘“The amendment made by this
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subsection [amending this section] shall take effect as
if included in section 474 of the Tax Reform Act of 1984
[Pub. L. 98-369].”

EFFECTIVE DATE OF 2001 AMENDMENT

Amendment by section 201(c)(3) of Pub. L. 107-16 ap-
plicable to taxable years beginning after Dec. 31, 2000,
see section 201(e)(1) of Pub. L. 107-16, set out as a note
under section 24 of this title.

Pub. L. 107-16, title III, §303(i), June 7, 2001, 115 Stat.
57, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and section 6213 of this title] shall apply to tax-
able years beginning after December 31, 2001.

*(2) SUBSECTION (g).—The amendment made by sub-
section (g) [amending section 6213 of this title] shall
take effect on January 1, 2004.”

EFFECTIVE DATE OF 1999 AMENDMENT

Pub. L. 106-170, title IV, §412(b), Dec. 17, 1999, 113 Stat.
1917, provided that: ‘“The amendments made by this
section [amending this section] shall apply to taxable
years beginning after December 31, 1999.”

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105206, title VI, §6021(c), July 22, 1998, 112
Stat. 824, provided that:

‘(1) ELIGIBLE INDIVIDUALS.—The amendment made by
subsection (a) [amending this section] shall take effect
as if included in the amendments made by section 451
of the Personal Responsibility and Work Opportunity
Reconciliation Act of 1996 [Pub. L. 104-193].

‘(2) QUALIFYING CHILDREN.—The amendments made
by subsection (b) [amending this section] shall take ef-
fect as if included in the amendments made by section
11111 of Revenue Reconciliation Act of 1990 [Pub. L.
101-508].”

Amendment by sections 6003(b) and 6010(p)(1), (2) of
Pub. L. 105-206 effective, except as otherwise provided,
as if included in the provisions of the Taxpayer Relief
Act of 1997, Pub. L. 105-34, to which such amendment
relates, see section 6024 of Pub. L. 105-206, set out as a
note under section 1 of this title.

EFFECTIVE DATE OF 1997 AMENDMENT

Amendment by section 101(b) of Pub. L. 105-34 appli-
cable to taxable years beginning after Dec. 31, 1997, see
section 101(e) of Pub. L. 105-34, set out as an Effective
Date note under section 24 of this title.

Amendment by section 312(d)(2) of Pub. L. 105-34 ap-
plicable to sales and exchanges after May 6, 1997, with
certain exceptions, see section 312(d) of Pub. L. 105-34,
set out as a note under section 121 of this title.

Pub. L. 105-34, title X, §1085(e), Aug. 5, 1997, 111 Stat.
957, provided that:

‘(1) The amendments made by subsection (a) [amend-
ing this section and sections 6213 and 6695 of this title]
shall apply to taxable years beginning after December
31, 1996.

‘(2) The amendments made by subsections (b), (c),
and (d) [amending this section] shall apply to taxable
years beginning after December 31, 1997.”’

EFFECTIVE DATE OF 1996 AMENDMENT

Pub. L. 104-193, title IV, §451(d), Aug. 22, 1996, 110
Stat. 2277, provided that: ‘“The amendments made by
this section [amending this section and section 6213 of
this title] shall apply with respect to returns the due
date for which (without regard to extensions) is more
than 30 days after the date of the enactment of this Act
[Aug. 22, 1996].”

Pub. L. 104-193, title IX, §909(c), Aug. 22, 1996, 110
Stat. 23562, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section] shall apply to taxable years beginning after
December 31, 1995.

‘(2) ADVANCE PAYMENT INDIVIDUALS.—In the case of
any individual who on or before June 26, 1996, has in ef-

TITLE 26—INTERNAL REVENUE CODE

§32

fect an earned income eligibility certificate for the in-
dividual’s taxable year beginning in 1996, the amend-
ments made by this section shall apply to taxable years
beginning after December 31, 1996.”’

Pub. L. 104-193, title IX, §910(c), Aug. 22, 1996, 110
Stat. 2353, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section] shall apply to taxable years beginning after
December 31, 1995.

‘“(2) ADVANCE PAYMENT INDIVIDUALS.—In the case of
any individual who on or before June 26, 1996, has in ef-
fect an earned income eligibility certificate for the in-
dividual’s taxable year beginning in 1996, the amend-
ments made by this section shall apply to taxable years
beginning after December 31, 1996.”"

EFFECTIVE DATE OF 1995 AMENDMENT

Pub. L. 104-7, §4(b), Apr. 11, 1995, 109 Stat. 96, provided
that: “The amendments made by this section [amend-
ing this section] shall apply to taxable years beginning
after December 31, 1995.”’

EFFECTIVE DATE OF 1994 AMENDMENT

Pub. L. 103-465, title VII, §721(d)(1), Dec. 8, 1994, 108
Stat. 5002, provided that: ‘“The amendment made by
subsection (a) [amending this section] shall apply to
taxable years beginning after December 31, 1994.”

Pub. L. 103465, title VII, § 722(b), Dec. 8, 1994, 108 Stat.
5003, provided that: ‘“The amendment made by sub-
section (a) [amending this section] shall apply to tax-
able years beginning after December 31, 1994.”’

Pub. L. 103465, title VII, § 723(b), Dec. 8, 1994, 108 Stat.
5003, provided that: ‘“The amendment made by sub-
section (a) [amending this section] shall apply to tax-
able years beginning after December 31, 1993.”

Pub. L. 103-465, title VII, § 742(c), Dec. 8, 1994, 108 Stat.
5010, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and section 6109 of this title] shall apply to re-
turns for taxable years beginning after December 31,
1994.

‘“(2) EXCEPTION.—The amendments made by this sec-
tion shall not apply to—

‘““(A) returns for taxable years beginning in 1995
with respect to individuals who are born after Octo-
ber 31, 1995, and

‘“(B) returns for taxable years beginning in 1996
with respect to individuals who are born after No-
vember 30, 1996.”

EFFECTIVE DATE OF 1993 AMENDMENT

Pub. L. 103-66, title XIII, §13131(e), Aug. 10, 1993, 107
Stat. 435, provided that: ‘“The amendments made by
this section [amending this section and sections 162,
213, and 3507 of this title] shall apply to taxable years
beginning after December 31, 1993.”

EFFECTIVE DATE OF 1990 AMENDMENT

Amendment by section 11101(d)(1)(B) of Pub. L.
101-508 applicable to taxable years beginning after Dec.
31, 1990, see section 11101(e) of Pub. L. 101-508, set out
as a note under section 1 of this title.

Pub. L. 101-508, title XI, §11111(f), Nov. 5, 1990, 104
Stat. 1388-413, provided that: ‘“The amendments made
by this section [amending this section and sections 162,
213, and 3507 of this title] shall apply to taxable years
beginning after December 31, 1990.”

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by sections 104(b)(1)(B) and 111(a)-(d)(1)
of Pub. L. 99-514 applicable to taxable years beginning
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after Dec. 31, 1986, see section 151(a) of Pub. L. 99-514,
set out as a note under section 1 of this title.

Amendment by section 1272(d)(4) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
with certain exceptions and qualifications, see section
1277 of Pub. L. 99-514, set out as a note under section 931
of this title.

Amendment by section 1301(j)(8) of Pub. L. 99-514 ap-
plicable to bonds issued after Aug. 15, 1986, except as
otherwise provided, see sections 1311 to 1318 of Pub. L.
99-514, set out as an Effective Date; Transitional Rules
note under section 141 of this title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 423(c)(3) of Pub. L. 98-369 ap-
plicable to taxable years beginning after Dec. 31, 1984,
see section 423(d) of Pub. L. 98-369, set out as a note
under section 2 of this title.

Pub. L. 98-369, div. A, title X, §1042(e), July 18, 1984,
98 Stat. 1044, provided that: ‘“The amendments made by
this section [amending sections 32 and 3507 of this title]
shall apply to taxable years beginning after December
31, 1984.”

EFFECTIVE DATE OF 1983 AMENDMENT

Amendment by Pub. L. 98-21 applicable to taxable
years beginning after Dec. 31, 1989, see section 124(d)(2)
of Pub. L. 98-21, set out as a note under section 1401 of
this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97-34 applicable with respect
to taxable years beginning after Dec. 31, 1981, see sec-
tion 115 of Pub. L. 97-34, set out as a note under section
911 of this title.

EFFECTIVE DATE OF 1980 AMENDMENT

Pub. L. 96222, title I, §101(b)(1)(A), Apr. 1, 1980, 94
Stat. 205, provided that: ‘“‘The amendment made by sub-
section (a)(1) [amending this section] shall apply to
taxable years beginning after December 31, 1977.”

Pub. L. 96-222, title II, §201, Apr. 1, 1980, 94 Stat. 228,
provided that: ‘‘Except as otherwise provided in title I,
any amendment made by title I [see Tables for classi-
fication] shall take effect as if it had been included in
the provision of the Revenue Act of 1978 [Pub. L. 95-600,
see Tables for classification] to which such amendment
relates.”

EFFECTIVE DATE OF 1978 AMENDMENT

Pub. L. 95-600, title I, §104(f), Nov. 6, 1978, 92 Stat.
2773, provided that: ‘“The amendments made by this
section [amending this section] shall apply to taxable
years beginning after December 31, 1978.”’

Pub. L. 95-600, title I, §105(g)(1), Nov. 6, 1978, 92 Stat.
2776, provided that: ‘“The amendments made by sub-
sections (a) and (d) [amending this section and section
6012 of this title] shall apply to taxable years beginning
after December 31, 1978.”

EFFECTIVE DATE OF 1978 AMENDMENT; ELECTION OF
PRIOR LAW

Amendment by Pub. L. 95-615 applicable to taxable
years beginning after Dec. 31, 1977, with provision for
election of prior law, see section 209 of Pub. L. 95-615,
set out as a note under section 911 of this title.

EFFECTIVE AND TERMINATION DATES OF 1976
AMENDMENT

Pub. L. 94-455, title IV, §401(e), Oct. 4, 1976, 90 Stat.
156568, as amended by Pub. L. 95-30, title I, §103(c), May
23, 1977, 91 Stat. 139; Pub. L. 95-600, title I, §103(b), Nov.
6, 1978, 92 Stat. 2771, provided that: ‘“The amendments
made by subsection (a) [amending sections 43 [now 32]
and 6096 of this title] shall apply to taxable years end-
ing after December 31, 1975, and shall cease to apply to
taxable years ending after December 31, 1978. The
amendments made by subsection (¢) [amending this
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section] shall apply to taxable years ending after De-
cember 31, 1975. The amendments made by subsection
(b) [amending sections 141 and 6012 of this title] shall
apply to taxable years ending after December 31, 1975.
The amendments made by subsection (d) [amending
section 3402 of this title] shall apply to wages paid after
September 14, 1976.”’

EFFECTIVE AND TERMINATION DATES OF 1975
AMENDMENT

Pub. L. 94-164, §2(g), Dec. 23, 1975, 89 Stat. 972, as
amended by Pub. L. 94-455, §402(b), provided that: ‘“The
amendments made by this section [amending sections
43 [now 32], 141, 3402, and 6012 of this title and provi-
sions set out as notes under sections 42 and 43 [now 32]
of this title] (other than by subsection (d) [enacting
provisions set out as a note under this section]) apply
to taxable years ending after December 31, 1975, and be-
fore January 1, 1978. Subsection (d) applies to taxable
years ending after December 31, 1975.”

Pub. L. 94-12, title II, §209(b), Mar. 29, 1975, 89 Stat. 35,
as amended by Pub. L. 94-164, §2(f), Dec. 23, 1975, 89
Stat. 972; Pub. L. 94455, title IV, §401(c)(1)(A), Oct. 4,
1976, 90 Stat. 15657; Pub. L. 95-30, title I, §103(b), May 23,
1977, 91 Stat. 139; Pub. L. 95-600, title I, §103(a), Nov. 6,
1978, 92 Stat. 2771, provided that: ‘“The amendments
made by section 204 [enacting this section and amend-
ing sections 6201 and 6401 of this title] shall apply to
taxable years beginning after December 31, 1974.”

STUDY ON EARNED INCOME TAX CREDIT CERTIFICATION
PROGRAM

Pub. L. 108-199, div. F, title II, §206, Jan. 23, 2004, 118
Stat. 319, provided that:

‘“‘(a) STUDY.—The Internal Revenue Service shall con-
duct a study, as a part of any program that requires
certification (including pre-certification) in order to
claim the earned income tax credit under section 32 of
the Internal Revenue Code of 1986, on the following
matters:

‘(1) The costs (in time and money) incurred by the
participants in the program.

‘“(2) The administrative costs incurred by the Inter-
nal Revenue Service in operating the program.

‘“(3) The percentage of individuals included in the
program who were not certified for the credit, includ-
ing the percentage of individuals who were not cer-
tified due to—

““(A) ineligibility for the credit; and

“(B) failure to complete the requirements for cer-
tification.

‘“(4) The percentage of individuals to whom para-
graph (3)(B) applies who were—

““(A) otherwise eligible for the credit; and

‘(B) otherwise ineligible for the credit.

‘“(56) The percentage of individuals to whom para-
graph (3)(B) applies who—

“(A) did not respond to the request for certifi-
cation; and

‘“(B) responded to such request but otherwise
failed to complete the requirements for certifi-
cation.

‘(6) The reasons—

“(A) for which individuals described in paragraph
(5)(A) did not respond to requests for certification;
and

“(B) for which individuals described in paragraph
(5)(B) had difficulty in completing the requirements
for certification.

‘“(7) The characteristics of those individuals who
were denied the credit due to—

‘“(A) failure to complete the requirements for cer-
tification; and

“(B) ineligibility for the credit.

‘“(8) The impact of the program on non-English
speaking participants.

‘“(9) The impact of the program on homeless and
other highly transient individuals.

“(b) REPORT.—
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‘(1) PRELIMINARY REPORT.—Not later than July 30,
2004, the Commissioner of the Internal Revenue Serv-
ice shall submit to Congress a preliminary report on
the study conducted under subsection (a).

‘(2) FINAL REPORT.—Not later than June 30, 2005,
the Commissioner of the Internal Revenue Service
shall submit to Congress a final report detailing the
findings of the study conducted under subsection
(a).”

PROGRAM TO INCREASE PUBLIC AWARENESS

Secretary of the Treasury, or Secretary’s delegate, to
establish taxpayer awareness program to inform tax-
paying public of availability of earned income credit
and child health insurance under this section, see sec-
tion 11114 of Pub. L. 101-508, set out as a note under sec-
tion 21 of this title.

EMPLOYEE NOTIFICATION

Pub. L. 99-514, title I, §111(e), Oct. 22, 1986, 100 Stat.
2108, provided that: ‘“The Secretary of the Treasury is
directed to require, under regulations, employers to no-
tify any employee who has not had any tax withheld
from wages (other than an employee whose wages are
exempt from withholding pursuant to section 3402(n) of
the Internal Revenue Code of 1986) that such employee
may be eligible for a refund because of the earned in-
come credit.”

DISREGARD OF REFUND FOR DETERMINATION OF
ELIGIBILITY FOR FEDERAL BENEFITS OR ASSISTANCE

Pub. L. 94-164, §2(d), Dec. 23, 1975, 89 Stat. 972, as
amended by Pub. L. 94-455, title IV, §402(a), Oct. 4, 1976,
90 Stat. 1558; Pub. L. 95-600, title I, §105(f), Nov. 6, 1978,
92 Stat. 2776; Pub. L. 99-514, §2, Oct. 22, 1986, 100 Stat.
2095, provided that: ‘“‘Any refund of Federal income
taxes made to any individual by reason of section 43
[now 32] of the Internal Revenue Code of 1986 [formerly
I.R.C. 1954] (relating to earned income credit), and any
payment made by an employer under [former] section
3507 of such Code (relating to advance payment of
earned income credit) shall not be taken into account
in any year ending before 1980 as income or receipts for
purposes of determining the eligibility, for the month
in which such refund is made or any month thereafter
of such individual or any other individual for benefits
or assistance, or the amount or extent of benefits or as-
sistance, under any Federal program or under any
State or local program financed in whole or in part
with Federal funds, but only if such individual (or the
family unit of which he is a member) is a recipient of
benefits or assistance under such a program for the
month before the month in which such refund is made.”

[Pub. L. 95-600, title I, §105(g)(3), Nov. 6, 1978, 92 Stat.
2776, provided that: ‘‘Subsection (f) [amending section
2(d) of Pub. L. 94-164, set out above] shall take effect on
the date of enactment of this Act [Nov. 6, 1978].”’]

§33. Tax withheld at source on nonresident
aliens and foreign corporations

There shall be allowed as a credit against the
tax imposed by this subtitle the amount of tax
withheld at source under subchapter A of chap-
ter 3 (relating to withholding of tax on non-
resident aliens and on foreign corporations).

(Aug. 16, 1954, ch. 736, 68A Stat. 13, §32; renum-
bered §33 and amended Pub. L. 98-369, div. A,
title IV, §§471(c), 474(j), July 18, 1984, 98 Stat. 826,
832.)

PRIOR PROVISIONS

A prior section 33 was renumbered section 27 of this
title.

AMENDMENTS

1984—Pub. L. 98-369, §471(c), renumbered section 32 of
this title as this section.
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Pub. L. 98-369, §474(j), amended section generally,
striking out ‘‘and on tax-free covenant bonds’ after
‘“‘foreign corporations’ in section catchline, and, in
text, substituting ‘‘as a credit against the tax imposed
by this subtitle” for ‘‘as credits against the tax im-
posed by this chapter’”, and striking out designation
‘(1) before ‘‘the amount of tax withheld”, and ¢, and
(2) the amount of tax withheld at source under sub-
chapter B of chapter 3 (relating to interest on tax-free
covenant bonds)’’ after ‘‘on foreign corporations)’’.

EFFECTIVE DATE OF 1984 AMENDMENT

Pub. L. 98-369, div. A, title IV, §475(b), July 18, 1984,
98 Stat. 847, provided that: ‘“The amendments made by
subsections (j) and (r)(29) [amending this section and
sections 12, 164, 1441, 1442, 6049, and 7701 of this title and
repealing section 1451 of this title] shall not apply with
respect to obligations issued before January 1, 1984.”

§ 34. Certain uses of gasoline and special fuels
(a) General rule

There shall be allowed as a credit against the
tax imposed by this subtitle for the taxable year
an amount equal to the sum of the amounts pay-
able to the taxpayer—

(1) under section 6420 (determined without

regard to section 6420(g)),

(2) under section 6421 (determined without
regard to section 6421(i)),! and

(3) under section 6427 (determined without
regard to section 6427(k)).

(b) Exception

Credit shall not be allowed under subsection
(a) for any amount payable under section 6421 or
6427, if a claim for such amount is timely filed
and, under section 6421(i) or 6427(k), is payable
under such section.

(Added Pub. L. 89-44, title VIII, 809(c), June 21,
1965, 79 Stat. 167, §39; amended Pub. L. 91-258,
title II, §207(c), May 21, 1970, 84 Stat. 248; Pub. L.
94-455, title XIX, §§1901(a)(3), 1906(b)(8), (9), Oct.
4, 1976, 90 Stat. 1764, 1834; Pub. L. 94-530, §1(c)(1),
Oct. 17, 1976, 90 Stat. 2487; Pub. L. 95-599, title V,
§5056(c)(1), Nov. 6, 1978, 92 Stat. 2760; Pub. L.
95-618, title II, §233(b)(2)(C), Nov. 9, 1978, 92 Stat.
3191; Pub. L. 96-223, title II, §232(d)(4)(A), Apr. 2,
1980, 94 Stat. 278; Pub. L. 97-424, title V,
§515(b)(6)(A)—(C), Jan. 6, 1983, 96 Stat. 2181; re-
numbered §34 and amended Pub. L. 98-369, div.
A, title IV, §471(c), title IX, §911(d)(2)(A), July
18, 1984, 98 Stat. 826, 1006; Pub. L. 99-514, title
XVII, §1703(e)(2)(F), title XVIII, §1877(a), Oct. 22,
1986, 100 Stat. 2778, 2902; Pub. L. 100-647, title I,
§1017(c)(2), Nov. 10, 1988, 102 Stat. 3576; Pub. L.
104-188, title I, §1606(b)(1), Aug. 20, 1996, 110 Stat.
1839; Pub. L. 105-206, title VI, §6023(24)(B), July
22, 1998, 112 Stat. 826; Pub. L. 110-172, §11(a)(4),
Dec. 29, 2007, 121 Stat. 2484.)

REFERENCES IN TEXT

Section 6421(i), referred to in subsec. (a)(2), was re-
pealed by Pub. L. 103-66, title XIII, §13241(f)(7), Aug. 10,
1993, 107 Stat. 512.

PRIOR PROVISIONS

A prior section 34, acts Aug. 16, 1954, ch. 736, 68A Stat.
13; June 25, 1959, Pub. L. 86-69, §3(a)(1), 73 Stat. 139;
Sept. 14, 1960, Pub. L. 86-779, §10(e), 74 Stat. 1009; Feb.
26, 1964, Pub. L. 88-272, title II, §201(a), 78 Stat. 31, relat-
ed to dividends received by individuals, prior to repeal

1See References in Text note below.
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by Pub. L. 88-272, title II, §201(b), Feb. 26, 1964, 78 Stat.
31, effective with respect to dividends received after
Dec. 31, 1964.

AMENDMENTS

2007—Subsec. (a)(1). Pub. L. 110-172, §11(a)(4)(A),
struck out ‘‘with respect to gasoline used during the
taxable year on a farm for farming purposes’ before
‘‘(determined without regard to section 6420(g))”’.

Subsec. (a)(2). Pub. L. 110-172, §11(a)(4)(B), which di-
rected striking out ‘“‘with respect to gasoline used dur-
ing the taxable year: (A) otherwise than as a fuel in a
highway vehicle; or (B) in vehicles while engaged in
furnishing certain public passenger land transportation
service’’, was executed by striking out ‘“‘with respect to
gasoline used during the taxable year (A) otherwise
than as a fuel in a highway vehicle or (B) in vehicles
while engaged in furnishing certain public passenger
land transportation service’ before ‘‘(determined with-
out regard to section 6421(i))”’, to reflect the probable
intent of Congress.

Subsec. (a)(3). Pub. L. 110-172, §11(a)(4)(C), struck out
“with respect to fuels used for nontaxable purposes or
resold during the taxable year” before ‘‘(determined
without regard to section 6427(k))”’.

1998—Subsec. (b). Pub. L. 105-206 substituted ‘‘section
6421(1)” for ‘‘section 6421(j)”.

1996—Subsec. (a)(3). Pub. L. 104-188 amended par. (3)
generally. Prior to amendment, par. (3) read as follows:
‘“‘under section 6427—

‘“(A) with respect to fuels used for nontaxable pur-
poses or resold, or

“(B) with respect to any qualified diesel-powered
highway vehicle purchased (or deemed purchased

under section 6427(g)(6)),
during the taxable year (determined without regard to
section 6427(k)).”

1988—Subsec. (b). Pub. L. 100-647 substituted ‘‘section
6421(j) or 6427(k)”’ for ‘‘section 6421(i) or 6427(j)".

1986—Subsec. (a)(3). Pub. L. 99-514, §1877(a), amended
par. (3) generally. Prior to amendment, par. (3) read as
follows: ‘‘under section 6427 with respect to fuels used
for nontaxable purposes or resold during the taxable
year (determined without regard to section 6427(j)).”

Pub. L. 99-514, §1703(e)(2)(F'), substituted ‘6427(k)” for
<6427(3).

1984—Pub. L. 98-369, §471(c), renumbered section 39 of
this title as this section.

Subsec. (a)(3). Pub. L. 98-369, §911(d)(2)(A), which di-
rected the amendment of par. (4) by substituting
“6427(j)>’ for ‘6427(i)’ was executed to par. (3) to reflect
the probable intent of Congress and the redesignation
of par. (4) as (3) by Pub. L. 97-424.

Subsec. (b). Pub. L. 98-369, §911(d)(2)(A), substituted
£6427(j)” for ‘6427(i)”.

1983—Pub. L. 97-424, §515(b)(6)(C), substituted ‘and
special fuels’ for ¢, special fuels, and lubricating oil”’
after ‘‘gasoline’ in section catchline.

Subsec. (a)(2) to (4). Pub. L. 97424, §515(b)(6)(A), in-
serted ‘‘and” at end of par. (2), redesignated par. (4) as
(3), and struck out former (3) which referred to
amounts payable to the taxpayer under section 6424
with respect to lubricating oil used during the taxable
year for certain nontaxable purposes (determined with-
out regard to section 6424(f)).

Subsec. (b). Pub. L. 97-424, §515(b)(6)(B)(i), substituted
“6421 or 6427 for ‘6421, 6424, or 6427 after ‘‘amount
payable under’’.

Pub. L. 97424, §515(b)(6)(B)(ii), substituted ‘‘6421(i) or

6427(1)" for ‘‘6421(i), 6424(f), or 6427(i)” after ‘‘and,
under”’.
1980—Subsec. (a)(4). Pub. L. 96-223 substituted

¢6427(i)” for ‘6427(h)”’.

Subsec. (b). Pub. L. 96-223 substituted ‘6427(i)” for
“6427(h).

1978—Subsec. (a)(3). Pub. L. 95-618 substituted ‘‘for
certain nontaxable purposes’ for ‘‘otherwise than in a
highway motor vehicle’.

Subsec. (a)(4). Pub. L. 95-599 substituted *‘6427(h)” for
£6427(g)".
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Subsec. (b). Pub. L. 95-599 substituted ¢6427(h)” for
€64217(g)”.

1976—Subsec. (a)(1). Pub. L. 94-455, §1906(b)(8), sub-
stituted *6420(g)”’ for ‘6420(h)”’.

Subsec. (a)(3). Pub. L. 94-455, §1906(b)(9), substituted
€6424(f) for ‘6424(g)”.

Subsec. (a)(4). Pub. L. 94-530 substituted ‘‘6427(g)’’ for
“6427(f).

Subsec. (b). Pub. L. 94-530, which directed the amend-
ment of subsec. (¢) by substituting ‘6427(g)” for
“6427(f)’, was executed to subsec. (b) to reflect the
probable intent of Congress and the redesignation of
subsec. (c) as (b) by Pub. L. 94-455.

Pub. L. 94-455, §1901(a)(3), redesignated subsec. (c) as
(b) and substituted ‘‘section 6421(i), 6424(f), or 6427(f), is
payable’ for ‘‘section 6421(i), 6424(g) or 6427(f) is pay-
able”’. Former subsec. (b), relating to determination of
taxpayers first taxable year with respect to tax credit
for certain uses of gasoline and lubricating oil, was
struck out.

Subsec. (¢). Pub. L. 94-455, §1901(a)(3), redesignated
subsec. (c) as (b).

1970—Pub. L. 91-258, §207(c)(1), inserted reference to
special fuels in section catchline.

Subsec. (a)(4). Pub. L. 91-258, §207(c)(2), added par. (4).

Subsec. (¢). Pub. L. 91-258, §207(c)(3), (4), inserted ref-
erences to sections 6427 and 6427(f), respectively.

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105-206, title VI, §6023(32), July 22, 1998, 112
Stat. 826, provided that: ‘“The amendments made by
this section [amending this section and sections 45A,
59, 72, 142, 501, 512, 543, 871, 1017, 1250, 3121, 3401, 4092,
4221, 4222, 4973, 4975, 6039, 6050R, 6103, 6416, 6421, 6427,
6501, 7434, 7702B, 7872, and 9502 of this title] shall take
effect on the date of the enactment of this Act [July 22,
1998].”

EFFECTIVE DATE OF 1996 AMENDMENT

Pub. L. 104-188, title I, §1606(c), Aug. 20, 1996, 110 Stat.
1839, provided that: ‘“The amendments made by this
section [amending this section and section 6427 of this
title] shall apply to vehicles purchased after the date of
the enactment of this Act [Aug. 20, 1996].”

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 1703(e)(2)(F') of Pub. L. 99-514
applicable to gasoline removed (as defined in section
4082 of this title as amended by section 1703 of Pub. L.
99-514) after Dec. 31, 1987, see section 1703(h) of Pub. L.
99-514 set out as a note under section 4081 of this title.

Amendment by section 1877(a) of Pub. L. 99-514 effec-
tive, except as otherwise provided, as if included in the
provisions of the Tax Reform Act of 1984, Pub. L. 98-369,
div. A, to which such amendment relates, see section
1881 of Pub. L. 99-514, set out as a note under section 48
of this title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 911(d)(2)(A) of Pub. L. 98-369
effective Aug. 1, 1984, see section 911(e) of Pub. L.
98-369, set out as a note under section 6427 of this title.

EFFECTIVE DATE OF 1983 AMENDMENT

Pub. L. 97424, title V, §515(c), Jan. 6, 1983, 96 Stat.
2182, provided that: ‘“The amendments made by this
section [amending sections 39 [now 34], 874, 882, 4101,
4102, 4221, 4222, 6201, 6206, 6416, 6421, 6504, 6675, 7210, 7603
to 7605, 7609, and 7610 of this title and repealing sections
4091 to 4094 and 6424 of this title] shall apply with re-
spect to articles sold after the date of the enactment of
this Act [Jan. 6, 1983].”
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EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96-223 effective on Jan. 1, 1979,
see section 232(h)(2) of Pub. L. 96-223, set out as a note
under section 6427 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Pub. L. 95618, title II, §233(d), Nov. 9, 1978, 92 Stat.
3192, provided that: ‘“The amendments made by this
section [amending sections 39 [now 34], 4041, 4221, 4483,
6416, 6421, 6424, 6427, 6504, and 6675 of this title and
amending a provision set out as a note under section
120 of Title 23, Highways] shall take effect on the first
day of the first calendar month which begins more than
10 days after the date of the enactment of this Act
[Nov. 9, 1978].”

Amendment by Pub. L. 95-599 effective Jan. 1, 1979,
see section 505(d) of Pub. L. 95-599, set out as a note
under section 6427 of this title.

EFFECTIVE DATE OF 1976 AMENDMENTS

Amendment by Pub. L. 94-530 effective on Oct. 1, 1976,
see section 1(d) of Pub. L. 94-530, set out as a note under
section 4041 of this title.

Amendment by section 1901(a)(3) of Pub. L. 94-455 ap-
plicable with respect to taxable years beginning after
Dec. 31, 1976, see section 1901(d) of Pub. L. 94-455, set
out as a note under section 2 of this title.

Amendment by section 1906(b)(8), (9) of Pub. L. 94-455,
to take effect on Feb. 1, 1977, see section 1906(d) of Pub.
L. 94-455, set out as a note under section 6013 of this
title.

EFFECTIVE DATE OF 1970 AMENDMENT

Amendment by Pub. L. 91-258 applicable with respect
to taxable years ending after June 30, 1970, see section
211(b) of Pub. L. 91-258, set out as a note under section
4041 of this title.

EFFECTIVE DATE

Section applicable to taxable years beginning on or
after July 1, 1965, see section 809(f) of Pub. L. 89-44, set
out as an Effective Date of 1965 Amendment note under
section 6420 of this title.

§35. Health insurance costs of eligible individ-
uals

(a) In general

In the case of an individual, there shall be al-
lowed as a credit against the tax imposed by
subtitle A an amount equal to 72.5 percent of the
amount paid by the taxpayer for coverage of the
taxpayer and qualifying family members under
qualified health insurance for eligible coverage
months beginning in the taxable year.

(b) Eligible coverage month
For purposes of this section—
(1) In general

The term ‘‘eligible coverage month’ means
any month if—
(A) as of the first day of such month, the
taxpayer—

(i) is an eligible individual,

(ii) is covered by qualified health insur-
ance, the premium for which is paid by the
taxpayer,

(iii) does not have other specified cov-
erage, and

(iv) is not imprisoned under Federal,
State, or local authority, and

(B) such month begins more than 90 days
after the date of the enactment of the Trade
Act of 2002, and before January 1, 2020.
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(2) Joint returns

In the case of a joint return, the require-
ments of paragraph (1)(A) shall be treated as
met with respect to any month if at least 1
spouse satisfies such requirements.

(c) Eligible individual
For purposes of this section—
(1) In general

The term ‘‘eligible individual’”’ means—
(A) an eligible TAA recipient,
(B) an eligible alternative TAA recipient,
and
(C) an eligible PBGC pension recipient.
(2) Eligible TAA recipient
(A) In general

Except as provided in subparagraph (B),
the term ‘‘eligible TAA recipient’” means,
with respect to any month, any individual
who is receiving for any day of such month
a trade readjustment allowance under chap-
ter 2 of title II of the Trade Act of 1974 or
who would be eligible to receive such allow-
ance if section 231 of such Act were applied
without regard to subsection (a)(3)(B) of
such section. An individual shall continue to
be treated as an eligible TAA recipient dur-
ing the first month that such individual
would otherwise cease to be an eligible TAA
recipient by reason of the preceding sen-
tence.

(B) Special rule

In the case of any eligible coverage month
beginning after the date of the enactment of
this paragraph, the term ‘‘eligible TAA re-
cipient” means, with respect to any month,
any individual who—

(i) is receiving for any day of such month
a trade readjustment allowance under
chapter 2 of title II of the Trade Act of
1974,

(ii) would be eligible to receive such al-
lowance except that such individual is in a
break in training provided under a train-
ing program approved under section 236 of
such Act that exceeds the period specified
in section 233(e) of such Act, but is within
the period for receiving such allowances
provided under section 233(a) of such Act,
or

(iii) is receiving unemployment com-
pensation (as defined in section 85(b)) for
any day of such month and who would be
eligible to receive such allowance for such
month if section 231 of such Act were ap-
plied without regard to subsections
(a)(3)(B) and (a)(b) thereof.

An individual shall continue to be treated as
an eligible TAA recipient during the first
month that such individual would otherwise
cease to be an eligible TAA recipient by rea-
son of the preceding sentence.

(3) Eligible alternative TAA recipient

The term ‘‘eligible alternative TAA recipi-
ent’’ means, with respect to any month, any
individual who—

(A) is a worker described in section
246(a)(3)(B) of the Trade Act of 1974 who is
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participating in the program established
under section 246(a)(1) of such Act, and

(B) is receiving a benefit for such month
under section 246(a)(2) of such Act.

An individual shall continue to be treated as
an eligible alternative TAA recipient during
the first month that such individual would
otherwise cease to be an eligible alternative
TAA recipient by reason of the preceding sen-
tence.

(4) Eligible PBGC pension recipient

The term ‘‘eligible PBGC pension recipient”
means, with respect to any month, any indi-
vidual who—

(A) has attained age 55 as of the first day
of such month, and

(B) is receiving a benefit for such month
any portion of which is paid by the Pension

Benefit Guaranty Corporation under title IV

of the Employee Retirement Income Secu-

rity Act of 1974.

(d) Qualifying family member
For purposes of this section—
(1) In general

The term
means—

(A) the taxpayer’s spouse, and
(B) any dependent of the taxpayer with re-

spect to whom the taxpayer is entitled to a
deduction under section 151(c).

“‘qualifying family member”’

Such term does not include any individual
who has other specified coverage.

(2) Special dependency test in case of divorced
parents, etc.

If section 152(e) applies to any child with re-
spect to any calendar year, in the case of any
taxable year beginning in such calendar year,
such child shall be treated as described in
paragraph (1)(B) with respect to the custodial
parent (as defined in section 152(e)(4)(A)) and
not with respect to the noncustodial parent.

(e) Qualified health insurance
For purposes of this section—
(1) In general

The term ‘‘qualified health insurance”
means any of the following:

(A) Coverage under a COBRA continuation
provision (as defined in section 9832(d)(1)).

(B) State-based continuation coverage pro-
vided by the State under a State law that re-
quires such coverage.

(C) Coverage offered through a qualified
State high risk pool (as defined in section
2744(c)(2) of the Public Health Service Act).

(D) Coverage under a health insurance pro-
gram offered for State employees.

(BE) Coverage under a State-based health
insurance program that is comparable to the
health insurance program offered for State
employees.

(F) Coverage through an arrangement en-
tered into by a State and—

(i) a group health plan (including such a
plan which is a multiemployer plan as de-
fined in section 3(37) of the Employee Re-
tirement Income Security Act of 1974),
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(ii) an issuer of health insurance cov-
erage,

(iii) an administrator, or

(iv) an employer.

(G) Coverage offered through a State ar-
rangement with a private sector health care
coverage purchasing pool.

(H) Coverage under a State-operated
health plan that does not receive any Fed-
eral financial participation.

(I) Coverage under a group health plan
that is available through the employment of
the eligible individual’s spouse.

(J) In the case of any eligible individual
and such individual’s qualifying family
members, coverage under individual health
insurance (other than coverage enrolled in
through an Exchange established under the
Patient Protection and Affordable Care Act).
For purposes of this subparagraph, the term
““‘individual health insurance’ means any in-
surance which constitutes medical care of-
fered to individuals other than in connection
with a group health plan and does not in-
clude Federal- or State-based health insur-
ance coverage.

(K) Coverage under an employee benefit
plan funded by a voluntary employees’ bene-
ficiary association (as defined in section
501(c)(9)) established pursuant to an order of
a bankruptcy court, or by agreement with
an authorized representative, as provided in
section 1114 of title 11, United States Code.

(2) Requirements for state-based coverage
(A) In general

The term ‘‘qualified health insurance”
does not include any coverage described in
subparagraphs (B) through (H) of paragraph
(1) unless the State involved has elected to
have such coverage treated as qualified
health insurance under this section and such
coverage meets the following requirements:

(i) Guaranteed issue

Each qualifying individual is guaranteed
enrollment if the individual pays the pre-
mium for enrollment or provides a quali-
fied health insurance costs credit eligi-
bility certificate described in section 7527
and pays the remainder of such premium.
(ii) No imposition of preexisting condition

exclusion

No pre-existing condition limitations are
imposed with respect to any qualifying in-
dividual.

(iii) Nondiscriminatory premium

The total premium (as determined with-
out regard to any subsidies) with respect
to a qualifying individual may not be
greater than the total premium (as so de-
termined) for a similarly situated individ-
ual who is not a qualifying individual.

(iv) Same benefits

Benefits under the coverage are the same
as (or substantially similar to) the bene-
fits provided to similarly situated individ-
uals who are not qualifying individuals.

(B) Qualifying individual
For purposes of this paragraph, the term
“‘qualifying individual’’ means—
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(i) an eligible individual for whom, as of
the date on which the individual seeks to
enroll in the coverage described in sub-
paragraphs (B) through (H) of paragraph
(1), the aggregate of the periods of cred-
itable coverage (as defined in section
9801(c)) is 3 months or longer and who,
with respect to any month, meets the re-
quirements of clauses (iii) and (iv) of sub-
section (b)(1)(A); and

(ii) the qualifying family members of
such eligible individual.

(3) Exception

The term ‘‘qualified health insurance’ shall
not include—
(A) a flexible spending or similar arrange-
ment, and
(B) any insurance if substantially all of its
coverage is of excepted benefits described in
section 9832(c).
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(B) is enrolled in the program under title
XIX or XXI of such Act (other than under
section 1928 of such Act).

(3) Certain other coverage

Such individual—

(A) is enrolled in a health benefits plan
under chapter 89 of title 5, United States
Code, or

(B) is entitled to receive benefits under
chapter 55 of title 10, United States Code.

(g) Special rules

(1) Coordination with advance payments of
credit

With respect to any taxable year, the
amount which would (but for this subsection)
be allowed as a credit to the taxpayer under
subsection (a) shall be reduced (but not below
zero) by the aggregate amount paid on behalf
of such taxpayer under section 7527 for months
beginning in such taxable year.

() Other specified coverage

For purposes of this section, an individual has
other specified coverage for any month if, as of
the first day of such month—

(2) Coordination with other deductions

Amounts taken into account under sub-
section (a) shall not be taken into account in

(1) Subsidized coverage
(A) In general

Such individual is covered under any in-
surance which constitutes medical care (ex-
cept insurance substantially all of the cov-
erage of which is of excepted benefits de-
scribed in section 9832(c)) under any health
plan maintained by any employer (or former
employer) of the taxpayer or the taxpayer’s
spouse and at least 50 percent of the cost of
such coverage (determined under section
4980B) is paid or incurred by the employer.

(B) Eligible alternative TAA recipients

In the case of an eligible alternative TAA
recipient, such individual is either—

(i) eligible for coverage under any quali-
fied health insurance (other than insur-
ance described in subparagraph (A), (B), or
(F) of subsection (e)(1)) under which at
least 50 percent of the cost of coverage (de-
termined under section 4980B(f)(4)) is paid
or incurred by an employer (or former em-
ployer) of the taxpayer or the taxpayer’s
spouse, or

(ii) covered under any such qualified
health insurance under which any portion
of the cost of coverage (as so determined)
is paid or incurred by an employer (or
former employer) of the taxpayer or the
taxpayer’s spouse.

(C) Treatment of cafeteria plans

For purposes of subparagraphs (A) and (B),
the cost of coverage shall be treated as paid
or incurred by an employer to the extent the
coverage is in lieu of a right to receive cash
or other qualified benefits under a cafeteria
plan (as defined in section 125(d)).

(2) Coverage under Medicare, Medicaid, or
SCHIP

Such individual—

(A) is entitled to benefits under part A of
title XVIII of the Social Security Act or is
enrolled under part B of such title, or

determining any deduction allowed under sec-
tion 162(1) or 213.

(3) Medical and health savings accounts

Amounts distributed from an Archer MSA
(as defined in section 220(d)) or from a health
savings account (as defined in section 223(d))
shall not be taken into account under sub-
section (a).

(4) Denial of credit to dependents

No credit shall be allowed under this section
to any individual with respect to whom a de-
duction under section 151 is allowable to an-
other taxpayer for a taxable year beginning in
the calendar year in which such individual’s
taxable year begins.

(5) Both spouses eligible individuals

The spouse of the taxpayer shall not be
treated as a qualifying family member for pur-
poses of subsection (a), if—

(A) the taxpayer is married at the close of
the taxable year,

(B) the taxpayer and the taxpayer’s spouse
are both eligible individuals during the tax-
able year, and

(C) the taxpayer files a separate return for
the taxable year.

(6) Marital status; certain married individuals
living apart

Rules similar to the rules of paragraphs (3)
and (4) of section 21(e) shall apply for purposes
of this section.

(7) Insurance which covers other individuals

For purposes of this section, rules similar to
the rules of section 213(d)(6) shall apply with
respect to any contract for qualified health in-
surance under which amounts are payable for
coverage of an individual other than the tax-
payer and qualifying family members.

(8) Treatment of payments
For purposes of this section—
(A) Payments by Secretary

Payments made by the Secretary on behalf
of any individual under section 7527 (relating
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to advance payment of credit for health in-
surance costs of eligible individuals) shall be
treated as having been made by the taxpayer
on the first day of the month for which such
payment was made.

(B) Payments by taxpayer

Payments made by the taxpayer for eligi-
ble coverage months shall be treated as hav-
ing been made by the taxpayer on the first
day of the month for which such payment
was made.

(9) COBRA premium assistance

In the case of an assistance eligible individ-
ual who receives premium reduction for
COBRA continuation coverage under section
3001(a) of title IIT of division B of the Amer-
ican Recovery and Reinvestment Act of 2009
for any month during the taxable year, such
individual shall not be treated as an eligible
individual, a certified individual, or a qualify-
ing family member for purposes of this section
or section 7527 with respect to such month.

(10) Continued qualification of family members
after certain events

(A) Medicare eligibility

In the case of any month which would be
an eligible coverage month with respect to
an eligible individual but for subsection
(£)(2)(A), such month shall be treated as an
eligible coverage month with respect to such
eligible individual solely for purposes of de-
termining the amount of the credit under
this section with respect to any qualifying
family members of such individual (and any
advance payment of such credit under sec-
tion 7527). This subparagraph shall only
apply with respect to the first 24 months
after such eligible individual is first entitled
to the benefits described in subsection
H(2)(A).

(B) Divorce

In the case of the finalization of a divorce
between an eligible individual and such indi-
vidual’s spouse, such spouse shall be treated
as an eligible individual for purposes of this
section and section 7527 for a period of 24
months beginning with the date of such fi-
nalization, except that the only qualifying
family members who may be taken into ac-
count with respect to such spouse are those
individuals who were qualifying family
members immediately before such finaliza-
tion.

(C) Death

In the case of the death of an eligible indi-
vidual—

(i) any spouse of such individual (deter-
mined at the time of such death) shall be
treated as an eligible individual for pur-
poses of this section and section 7527 for a
period of 24 months beginning with the
date of such death, except that the only
qualifying family members who may be
taken into account with respect to such
spouse are those individuals who were
qualifying family members immediately
before such death, and

(ii) any individual who was a qualifying
family member of the decedent imme-
diately before such death (or, in the case
of an individual to whom paragraph (4) ap-
plies, the taxpayer to whom the deduction
under section 151 is allowable) shall be
treated as an eligible individual for pur-
poses of this section and section 7527 for a
period of 24 months beginning with the
date of such death, except that in deter-
mining the amount of such credit only
such qualifying family member may be
taken into account.

(11) Election

(A) In general

This section shall not apply to any tax-
payer for any eligible coverage month unless
such taxpayer elects the application of this
section for such month.

(B) Timing and applicability of election

Except as the Secretary may provide—

(i) an election to have this section apply
for any eligible coverage month in a tax-
able year shall be made not later than the
due date (including extensions) for the re-
turn of tax for the taxable year; and

(ii) any election for this section to apply
for an eligible coverage month shall apply
for all subsequent eligible coverage
months in the taxable year and, once
made, shall be irrevocable with respect to
such months.

(12) Coordination with premium tax credit

(A) In general

An eligible coverage month to which the
election under paragraph (11) applies shall
not be treated as a coverage month (as de-
fined in section 36B(c)(2)) for purposes of sec-
tion 36B with respect to the taxpayer.

(B) Coordination with advance payments of
premium tax credit

In the case of a taxpayer who makes the
election under paragraph (11) with respect to
any eligible coverage month in a taxable
year or on behalf of whom any advance pay-
ment is made under section 7527 with respect
to any month in such taxable year—

(i) the tax imposed by this chapter for
the taxable year shall be increased by the
excess, if any, of—

(I) the sum of any advance payments
made on behalf of the taxpayer under
section 1412 of the Patient Protection
and Affordable Care Act and section 7527
for months during such taxable year,
over

(IT) the sum of the credits allowed
under this section (determined without
regard to paragraph (1)) and section 36B
(determined without regard to sub-
section (f)(1) thereof) for such taxable
year; and

(ii) section 36B(f)(2) shall not apply with
respect to such taxpayer for such taxable
year, except that if such taxpayer received
any advance payments under section 7527
for any month in such taxable year and is
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later allowed a credit under section 36B for
such taxable year, then section 36B(f)(2)(B)

shall be applied by substituting the
amount determined under clause (i) for the
amount determined under section
36B()(2)(A).

(13) Regulations

The Secretary may prescribe such regula-
tions and other guidance as may be necessary
or appropriate to carry out this section, sec-
tion 6050T, and section 7527.

(Added Pub. L. 107-210, div. A, title II, §201(a),
Aug. 6, 2002, 116 Stat. 954; amended Pub. L.
108-311, title IV, §401(a)(2), Oct. 4, 2004, 118 Stat.
1183; Pub. L. 110-172, §11(a)(5), Dec. 29, 2007, 121
Stat. 2485; Pub. L. 111-5, div. B, title 1,
§§1899A(a)(1), 1899C(a), 1899E(a), 1899G(a), title
III, §3001(a)(14)(A), Feb. 17, 2009, 123 Stat. 423,
424, 426, 430, 465; Pub. L. 111-144, §3(b)(5)(A), Mar.
2, 2010, 124 Stat. 44; Pub. L. 111-344, title I,
§§111(a), 113(a), 115(a), 117(a), Dec. 29, 2010, 124
Stat. 3614-3616; Pub. L. 11240, title II, §241(a),
(b)), (3)(A)-(C), Oct. 21, 2011, 125 Stat. 418, 419;
Pub. L. 113-295, div. A, title II, §209(j)(3), Dec. 19,
2014, 128 Stat. 4031; Pub. L. 114-27, title IV,
§407(a), (b), (d), June 29, 2015, 129 Stat. 381, 382.)

REFERENCES IN TEXT

The date of the enactment of the Trade Act of 2002,
referred to in subsec. (b)(1)(B), is the date of enactment
of Pub. L. 107-210, which was approved Aug. 6, 2002.

The Trade Act of 1974, referred to in subsec. (¢)(2), (3),
is Pub. L. 93-618, Jan. 3, 1975, 88 Stat. 1978. Chapter 2 of
title II of the Act is classified generally to part 2 (§2271
et seq.) of subchapter II of chapter 12 of Title 19, Cus-
toms Duties. Sections 231, 233, 236, and 246 of the Act
are classified to sections 2291, 2293, 2296, and 2318 of
Title 19, respectively. For complete classification of
this Act to the Code, see section 2101 of Title 19 and
Tables.

The date of the enactment of this paragraph, referred
to in subsec. (¢)(2)(B), probably means the date of en-
actment of Pub. L. 111-5, which amended par. (2) gener-
ally and which was approved Feb. 17, 2009.

The Employee Retirement Income Security Act of
1974, referred to in subsecs. (¢)(4)(B) and (e)(1)(F)({), is
Pub. L. 93-406, Sept. 2, 1974, 88 Stat. 829. Title IV of the
Act is classified principally to subchapter III (§1301 et
seq.) of chapter 18 of Title 29, Labor. Section 3(37) of the
Act is classified to section 1002(37) of Title 29. For com-
plete classification of this Act to the Code, see Short
Title note set out under section 1001 of Title 29 and
Tables.

Section 2744(c)(2) of the Public Health Service Act,
referred to in subsec. (e)(1)(C), is classified to section
300gg—44(c)(2) of Title 42, The Public Health and Wel-
fare.

The Patient Protection and Affordable Care Act, re-
ferred to in subsecs. (e)(1)(J) and (g)(12)(B)()(I), is Pub.
L. 111-148, Mar. 23, 2010, 124 Stat. 119. Section 1412 of the
Act is classified to section 18082 of Title 42, The Public
Health and Welfare. For complete classification of this
Act to the Code, see Short Title note set out under sec-
tion 18001 of Title 42 and Tables.

The Social Security Act, referred to in subsec. (f)(2),
is act Aug. 14, 1935, ch. 531, 49 Stat. 620. Parts A and B
of title XVIII of the Act are classified generally to
parts A (§1395c et seq.) and B (§1395j et seq.), respec-
tively, of subchapter XVIII of chapter 7 of Title 42, The
Public Health and Welfare. Titles XIX and XXI of the
Act are classified generally to subchapters XIX (§1396
et seq.) and XXI (§1397aa et seq.), respectively, of chap-
ter 7 of Title 42. Section 1928 of the Act is classified to
section 1396s of Title 42. For complete classification of
this Act to the Code, see section 1305 of Title 42 and
Tables.
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Section 3001(a) of title IITI of division B of the Amer-
ican Recovery and Reinvestment Act of 2009, referred
to in subsec. (g2)(9), is section 3001(a) of Pub. L. 111-5,
div. B, title III, Feb. 17, 2009, 123 Stat. 455, which en-
acted sections 139C, 6432, and 6720C of this title, amend-
ed this section, and enacted provisions set out as a note
under section 6432 of this title.

PRIOR PROVISIONS

A prior section 35 was renumbered section 37 of this
title.

Another prior section 35, acts Aug. 16, 1954, ch. 736,
68A Stat. 14; Sept. 2, 1958, Pub. L. 85-866, title I, §41(b),
72 Stat. 1639; Feb. 26, 1964, Pub. L. 88-272, title II,
§201(d)(2), 78 Stat. 32, related to partially tax-exempt
interest received by individuals, prior to repeal by Pub.
L. 94-455, title XIX, §1901(a)(2), Oct. 4, 1976, 90 Stat. 1764,
effective with respect to taxable years beginning after
Dec. 31, 1976.

AMENDMENTS

2015—Subsec. (b)(1)(B). Pub. L. 114-27, §407(a), sub-
stituted ‘‘before January 1, 2020’ for ‘‘before January 1,
2014>.

Subsec. (e)(1)(J). Pub. L. 114-27, §407(d)(2), inserted
‘‘(other than coverage enrolled in through an Exchange
established under the Patient Protection and Afford-
able Care Act)” after ‘‘under individual health insur-
ance”’

Pub. L. 114-27, §407(d)(1), substituted ‘“‘under individ-
ual health insurance. For purposes of’’ for ‘“‘under indi-
vidual health insurance if the eligible individual was
covered under individual health insurance during the
entire 30-day period that ends on the date that such in-
dividual became separated from the employment which
qualified such individual for—

‘(1) in the case of an eligible TAA recipient, the al-
lowance described in subsection (¢)(2),

‘“(ii) in the case of an eligible alternative TAA re-
cipient, the benefit described in subsection (c)(3)(B),
or

‘(iii) in the case of any eligible PBGC pension re-
cipient, the benefit described in subsection (c)(4)(B).

For purposes of’’.

Subsec. (g)(11) to (13). Pub. L. 114-27, §407(b), added
pars. (11) and (12) and redesignated former par. (11) as
(13).

2014—Subsec. (g)(9) to (11). Pub. L. 113-295, §209(j)(3),

amended directory language of Pub. L. 111-5,
§3001(a)(14)(A). See 2009 Amendment notes below.
2011—Subsec. (a). Pub. L. 11240, §241(b)(1), sub-

stituted ‘“72.5 percent’ for ‘65 percent (80 percent in
the case of eligible coverage months beginning before
February 13, 2011)”.

Subsec. (b)(1)(B). Pub. L. 11240, §241(a),
¢, and before January 1, 2014’ after ‘2002°.

Subsec. (¢)(2)(B). Pub. L. 11240, §241(b)(3)(A), struck
out ‘“‘and before February 13, 2011’ after ‘‘paragraph’ in
introductory provisions.

Subsec. (e)(1)(K). Pub. L. 112-40, §241(b)(3)(B), sub-
stituted ‘“‘Coverage’ for ‘‘In the case of eligible cov-
erage months beginning before February 13, 2012, cov-
erage’’.

Subsec. (g)(10). Pub. L. 112-40, §241(b)(3)(C), which di-
rected amendment of par. (9) relating to continued
qualification of family members after certain events by
striking out ‘“‘In the case of eligible coverage months
beginning before February 13, 2011—’, was executed by
striking out such introductory provisions in par. (10) to
reflect the probable intent of Congress and the redesig-
nation of par. (9) as (10) by Pub. L. 111-5, §3001(a)(14)(A),
as amended by Pub. L. 113-295, §209(j)(3). See 2009
Amendment and Effective Date of 2014 Amendment
notes below.

2010—Subsec. (a). Pub. L. 111-344, §111(a), substituted
“February 13, 2011"’ for ‘‘January 1, 2011

Subsec. (¢)(2)(B). Pub. L. 111-344, §113(a), substituted
“February 13, 2011 for ‘‘January 1, 2011 in introduc-
tory provisions.

inserted
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Subsec. (e)(1)(K). Pub. L. 111-344, §117(a), substituted
“February 13, 2012” for ‘‘January 1, 2011”°.

Subsec. (g)(9). Pub. L. 111-144 substituted ‘‘section
3001(a) of title III of division B of the American Recov-
ery and Reinvestment Act of 2009 for ‘‘section 3002(a)
of the Health Insurance Assistance for the Unemployed
Act of 2009”.

Subsec. (2)(10). Pub. L. 111-344, §115(a), which directed
amendment of par. (9) relating to continued qualifica-
tion of family members after certain events by sub-
stituting ‘“‘February 13, 2011”° for ‘“‘January 1, 2011”°, was
executed by making the substitution in introductory
provisions of par. (10) to reflect the probable intent of
Congress and the redesignation of par. (9) as (10) by
Pub. L. 111-5, §3001(a)(14)(A), as amended by Pub. L.
113-295, §209(j)(3). See 2009 Amendment and Effective
Date of 2014 Amendment notes below.

2009—Subsec. (a). Pub. L. 111-5, §1899A(a)(1), inserted
‘(80 percent in the case of eligible coverage months be-
ginning before January 1, 2011)”’ after ‘65 percent’’.

Subsec. (¢)(2). Pub. L. 111-5, §1899C(a), amended par.
(2) generally. Prior to amendment, text read as follows:
“The term ‘eligible TAA recipient’ means, with respect
to any month, any individual who is receiving for any
day of such month a trade readjustment allowance
under chapter 2 of title II of the Trade Act of 1974 or
who would be eligible to receive such allowance if sec-
tion 231 of such Act were applied without regard to sub-
section (a)(3)(B) of such section. An individual shall
continue to be treated as an eligible TAA recipient dur-
ing the first month that such individual would other-
wise cease to be an eligible TAA recipient by reason of
the preceding sentence.”’

Subsec. (e)(1)(K). Pub. L. 111-5, §1899G(a), added sub-
par. (K).

Subsec. (g)(9), (10). Pub. L. 111-5, §3001(a)(14)(A), as
amended by Pub. L. 113-295, §209(j)(3), added par. (9) re-
lating to COBRA premium assistance and redesignated
former par. (9) relating to continued qualification of
family members after certain events as (10). Former
par. (10) relating to regulations redesignated (11).

Pub. L. 111-5, §1899E(a), added par. (9) relating to con-
tinued qualification of family members after certain
events and redesignated former par. (9) relating to reg-
ulations as (10).

Subsec. (g)(11). Pub. L. 111-5, §3001(a)(14)(A), as
amended by Pub. L. 113-295, §209(j)(3), redesignated par.
(10) relating to regulations as (11).

2007—Subsec. (d)(2). Pub. L. 110-172 struck out ‘‘para-
graph (2) or (4) of”’ before ‘‘section 152(e)”’ and sub-
stituted ‘‘(as defined in section 152(e)(4)(A))” for
“(within the meaning of section 152(e)(1))”’.

2004—Subsec. (g)(3). Pub. L. 108-311 amended heading
and text of par. (3) generally. Prior to amendment, text
read as follows: ‘‘Amounts distributed from an Archer
MSA (as defined in section 220(d)) shall not be taken
into account under subsection (a).”

EFFECTIVE DATE OF 2015 AMENDMENT

Pub. L. 114-27, title IV, §407(f), June 29, 2015, 129 Stat.
382, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and sections 6501 and 7527 of this title] shall
apply to coverage months in taxable years beginning
after December 31, 2013.

*“(2) PLANS AVAILABLE ON INDIVIDUAL MARKET FOR USE
OF TAX CREDIT.—The amendment made by subsection
(d)(2) [amending this section] shall apply to coverage
months in taxable years beginning after December 31,
2015.

‘(3) TRANSITION RULE.—Notwithstanding section
35(g2)(11)(B)(1) of the Internal Revenue Code of 1986 (as
added by this title), an election to apply section 35 of
such Code to an eligible coverage month (as defined in
section 35(b) of such Code) (and not to claim the credit
under section 36B of such Code with respect to such
month) in a taxable year beginning after December 31,
2013, and before the date of the enactment of this Act
[June 29, 2015]—
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‘“(A) may be made at any time on or after such date
of enactment and before the expiration of the 3-year
period of limitation prescribed in section 6511(a) with
respect to such taxable year; and

‘(B) may be made on an amended return.”’

EFFECTIVE DATE OF 2014 AMENDMENT

Amendment by Pub. L. 113-295 effective as if included
in the provisions of the American Recovery and Rein-
vestment Tax Act of 2009, Pub. L. 111-5, div. B, title I,
to which such amendment relates, see section 209(k) of
Pub. L. 113-295, set out as a note under section 24 of
this title.

EFFECTIVE DATE OF 2011 AMENDMENT

Pub. L. 11240, title II, §241(c), Oct. 21, 2011, 125 Stat.
419, provided that:

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, the amendments made by this section
[amending this section, section 7527 of this title, and
former section 2918 of Title 29, Labor] shall apply to
coverage months beginning after February 12, 2011.

¢“(2) ADVANCE PAYMENT PROVISIONS.—

‘“(A) The amendment made by subsection (b)(2)(B)
[amending section 7527 of this title] shall apply to
certificates issued after the date which is 30 days
after the date of the enactment of this Act [Oct. 21,
2011].

‘(B) The amendment made by subsection (b)(2)(D)
[amending section 7527 of this title] shall apply to
coverage months beginning after the date which is 30
days after the date of the enactment of this Act.”

EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-344, title I, §111(c), Dec. 29, 2010, 124 Stat.
3615, provided that: ‘“The amendments made by this
section [amending this section and section 7527 of this
title] shall apply to coverage months beginning after
December 31, 2010.”

Pub. L. 111-344, title I, §113(b), Dec. 29, 2010, 124 Stat.
3615, provided that: ‘“The amendment made by this sec-
tion [amending this section] shall apply to coverage
months beginning after December 31, 2010.”

Pub. L. 111-344, title I, §115(c), Dec. 29, 2010, 124 Stat.
3615, provided that: ‘“The amendments made by this
section [amending this section and former section 2918
of Title 29, Labor] shall apply to months beginning
after December 31, 2010.”’

Pub. L. 111-344, title I, §117(b), Dec. 29, 2010, 124 Stat.
3616, provided that: ‘““The amendment made by this sec-
tion [amending this section] shall apply to coverage
months beginning after December 31, 2010.”

Amendment by Pub. L. 111-144 effective as if included
in the provisions of section 3001 of Pub. L. 111-5 to
which it relates, see section 3(c) of Pub. L. 111-144, set
out as a note under section 6432 of this title.

EFFECTIVE DATE OF 2009 AMENDMENT

Except as otherwise provided and subject to certain
applicability provisions, amendment by sections
1899A(a)(1), 1899C(a), 1899E(a), and 1899G(a) of Pub. L.
111-5 effective upon the expiration of the 90-day period
beginning on Feb. 17, 2009, see section 1891 of Pub. L.
111-5, set out as an Effective and Termination Dates of
2009 Amendment note under section 2271 of Title 19,
Customs Duties.

Pub. L. 111-5, div. B, title I, §1899A(b), Feb. 17, 2009,
123 Stat. 424, provided that: ‘“The amendments made by
this section [amending this section and section 7527 of
this title] shall apply to coverage months beginning on
or after the first day of the first month beginning 60
days after the date of the enactment of this Act [Feb.
17, 2009].”

Pub. L. 111-5, div. B, title I, §1899C(b), Feb. 17, 2009,
123 Stat. 425, provided that: ‘“The amendment made by
this section [amending this section] shall apply to cov-
erage months beginning after the date of the enact-
ment of this Act [Feb. 17, 2009].”

Pub. L. 111-5, div. B, title I, §1899E(c), Feb. 17, 2009,
123 Stat. 428, provided that: ‘“The amendments made by
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this section [amending this section and former section
2918 of Title 29, Liabor] shall apply to months beginning
after December 31, 2009.”

Pub. L. 111-5, div. B, title I, §1899G(b), Feb. 17, 2009,
123 Stat. 430, provided that: ‘““The amendments made by
this section [amending this section] shall apply to cov-
erage months beginning after the date of the enact-
ment of this Act [Feb. 17, 2009].”

Amendment by section 3001(a)(14)(A) of Pub. L. 111-5
applicable to taxable years ending after Feb. 17, 2009,
see section 3001(a)(14)(B) of Pub. L. 111-5, set out as a
Premium Assistance for COBRA Benefits note under
section 6432 of this title.

EFFECTIVE DATE OF 2004 AMENDMENT

Amendment by Pub. L. 108-311 effective as if included
in section 1201 of Pub. L. 108-173, see section 401(b) of
Pub. L. 108-311, set out as a note under section 26 of
this title.

EFFECTIVE DATE

Pub. L. 107-210, div. A, title II, §201(d), Aug. 6, 2002,
116 Stat. 960, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [enacting this
section and section 300gg-45 of Title 42, The Public
Health and Welfare, amending section 1324 of Title 31,
Money and Finance, and renumbering former section 35
of this title as section 36 of this title] shall apply to
taxable years beginning after December 31, 2001.

‘“(2) STATE HIGH RISK POOLS.—The amendment made
by subsection (b) [enacting section 300gg—45 of Title 42]
shall take effect on the date of the enactment of this
Act [Aug. 6, 2002].”

CONSTRUCTION

Pub. L. 107-210, div. A, title II, §203(f), Aug. 6, 2002, 116
Stat. 972, provided that: ‘“Nothing in this title [enact-
ing this section and sections 6050T and 75627 of this title,
and section 300gg-45 of Title 42, The Public Health and
Welfare, amending sections 4980B, 6103, 6724, and T213A
of this title, sections 1165, 2862, 2918, and 2919 of Title 29,
Labor, section 1324 of Title 31, Money and Finance, and
section 300bb-5 of Title 42, renumbering former section
35 of this title as section 36 of this title, and enacting
provisions set out as notes under this section and sec-
tion 6050T of this title] (or the amendments made by
this title), other than provisions relating to COBRA
continuation coverage and reporting requirements,
shall be construed as creating any new mandate on any
party regarding health insurance coverage.”

AGENCY OUTREACH

Pub. L. 114-27, title IV, §407(g), June 29, 2015, 129 Stat.
383, provided that: ‘“‘As soon as possible after the date
of the enactment of this Act [June 29, 2015], the Sec-
retaries of the Treasury, Health and Human Services,
and Labor (or such Secretaries’ delegates) and the Di-
rector of the Pension Benefit Guaranty Corporation (or
the Director’s delegate) shall carry out programs of
public outreach, including on the Internet, to inform
potential eligible individuals (as defined in section
35(c)(1) of the Internal Revenue Code of 1986) of the ex-
tension of the credit under section 35 of the Internal
Revenue Code of 1986 and the availability of the elec-
tion to claim such credit retroactively for coverage
months beginning after December 31, 2013.”’

SURVEY AND REPORT ON ENHANCED HEALTH COVERAGE
TAX CREDIT PROGRAM

Pub. L. 111-5, div. B, title I, §1899I, Feb. 17, 2009, 123
Stat. 431, provided that:
‘‘(a) SURVEY.—

‘(1) IN GENERAL.—The Secretary of the Treasury
shall conduct a biennial survey of eligible individuals
(as defined in section 35(c) of the Internal Revenue
Code of 1986) relating to the health coverage tax cred-
it under section 35 of the Internal Revenue Code of
1986 (hereinafter in this section referred to as the
‘health coverage tax credit’).
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‘“(2) INFORMATION OBTAINED.—The survey conducted
under subsection (a) shall obtain the following infor-
mation:

“(A) HCTC PARTICIPANTS.—In the case of eligible
individuals receiving the health coverage tax credit
(including individuals participating in the health
coverage tax credit program under section 7527 of
such Code, hereinafter in this section referred to as
the ‘HCTC program’)—

‘(i) demographic information of such individ-
uals, including income and education levels,

“(ii) satisfaction of such individuals with the
enrollment process in the HCTC program,

‘“(iii) satisfaction of such individuals with
available health coverage options under the cred-
it, including level of premiums, benefits, deduct-
ibles, cost-sharing requirements, and the ade-
quacy of provider networks, and

‘“(iv) any other information that the Secretary
determines is appropriate.

‘(B) NON-HCTC PARTICIPANTS.—In the case of eli-
gible individuals not receiving the health coverage
tax credit—

‘(i) demographic information of each individ-
ual, including income and education levels,

‘“(ii) whether the individual was aware of the
health coverage tax credit or the HCTC program,

‘“(iii) the reasons the individual has not en-
rolled in the HCTC program, including whether
such reasons include the burden of the process of
enrollment and the affordability of coverage,

“(iv) whether the individual has health insur-
ance coverage, and, if so, the source of such cov-
erage, and

‘“(v) any other information that the Secretary
determines is appropriate.

‘(3) REPORT.—Not later than December 31 of each
yvear in which a survey is conducted under paragraph
(1) (beginning in 2010), the Secretary of the Treasury
shall report to the Committee on Finance and the
Committee on Health, Education, Labor, and Pen-
sions of the Senate and the Committee on Ways and
Means, the Committee on Education and Labor [now
Committee on Education and the Workforce], and the
Committee on Energy and Commerce of the House of
Representatives the findings of the most recent sur-
vey conducted under paragraph (1).

‘“(b) REPORT.—Not later than October 1 of each year
(beginning in 2010), the Secretary of the Treasury (after
consultation with the Secretary of Health and Human
Services, and, in the case of the information required
under paragraph (7), the Secretary of Labor) shall re-
port to the Committee on Finance and the Committee
on Health, Education, Labor, and Pensions of the Sen-
ate and the Committee on Ways and Means, the Com-
mittee on Education and Labor [now Committee on
Education and the Workforce], and the Committee on
Energy and Commerce of the House of Representatives
the following information with respect to the most re-
cent taxable year ending before such date:

‘“(1) In each State and nationally—

““(A) the total number of eligible individuals (as
defined in section 35(c) of the Internal Revenue
Code of 1986) and the number of eligible individuals
receiving the health coverage tax credit,

‘(B) the total number of such eligible individuals
who receive an advance payment of the health cov-
erage tax credit through the HCTC program,

‘(C) the average length of the time period of the
participation of eligible individuals in the HCTC
program, and

‘(D) the total number of participating eligible in-
dividuals in the HCTC program who are enrolled in
each category of coverage as described in section
35(e)(1) of such Code,

with respect to each category of eligible individuals

described in section 35(c)(1) of such Code.

‘(2) In each State and nationally, an analysis of—

““(A) the range of monthly health insurance pre-
miums, for self-only coverage and for family cov-
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erage, for individuals receiving the health coverage
tax credit, and
‘(B) the average and median monthly health in-
surance premiums, for self-only coverage and for
family coverage, for individuals receiving the
health coverage tax credit,
with respect to each category of coverage as de-
scribed in section 35(e)(1) of such Code.

‘(3) In each State and nationally, an analysis of the
following information with respect to the health in-
surance coverage of individuals receiving the health
coverage tax credit who are enrolled in coverage de-
scribed in subparagraphs (B) through (H) of section
35(e)(1) of such Code:

““(A) Deductible amounts.
‘“(B) Other out-of-pocket cost-sharing amounts.
‘“(C) A description of any annual or lifetime lim-
its on coverage or any other significant limits on
coverage services, or benefits.
The information required under this paragraph shall
be reported with respect to each category of coverage
described in such subparagraphs.

‘“(4) In each State and nationally, the gender and
average age of eligible individuals (as defined in sec-
tion 35(c) of such Code) who receive the health cov-
erage tax credit, in each category of coverage de-
scribed in section 35(e)(1) of such Code, with respect
to each category of eligible individuals described in
such section.

‘“(5) The steps taken by the Secretary of the Treas-
ury to increase the participation rates in the HCTC
program among eligible individuals, including out-
reach and enrollment activities.

‘“(6) The cost of administering the HCTC program
by function, including the cost of subcontractors, and
recommendations on ways to reduce administrative
costs, including recommended statutory changes.

‘(7) The number of States applying for and receiv-
ing national emergency grants under [former] section
173(f) of the Workforce Investment Act of 1998
([former] 29 U.S.C. 2918(f)), the activities funded by
such grants on a State-by-State basis, and the time
necessary for application approval of such grants.”’

§ 36. First-time homebuyer credit

(a) Allowance of credit

In the case of an individual who is a first-time
homebuyer of a principal residence in the United
States during a taxable year, there shall be al-
lowed as a credit against the tax imposed by
this subtitle for such taxable year an amount
equal to 10 percent of the purchase price of the
residence.

(b) Limitations
(1) Dollar limitation
(A) In general

Except as otherwise provided in this para-
graph, the credit allowed under subsection
(a) shall not exceed $8,000.

(B) Married individuals filing separately

In the case of a married individual filing a
separate return, subparagraph (A) shall be
applied by substituting ‘‘$4,000 for ‘‘$8,000’’.

(C) Other individuals

If two or more individuals who are not
married purchase a principal residence, the
amount of the credit allowed under sub-
section (a) shall be allocated among such in-
dividuals in such manner as the Secretary
may prescribe, except that the total amount
of the credits allowed to all such individuals
shall not exceed $8,000.

(D) Special rule for long-time residents of
same principal residence

In the case of a taxpayer to whom a credit
under subsection (a) is allowed by reason of
subsection (c)(6), subparagraphs (A), (B), and
(C) shall be applied by substituting ‘“$6,500”’
for *“$8,000”’ and ‘‘$3,250°" for ‘*$4,000"".

(2) Limitation based on modified adjusted
gross income

(A) In general

The amount allowable as a credit under
subsection (a) (determined without regard to
this paragraph) for the taxable year shall be
reduced (but not below zero) by the amount
which bears the same ratio to the amount
which is so allowable as—

(i) the excess (if any) of—
(I) the taxpayer’s modified adjusted
gross income for such taxable year, over
(IT) $125,000 ($225,000 in the case of a
joint return), bears to

(ii) $20,000.
(B) Modified adjusted gross income

For purposes of subparagraph (A), the term
“modified adjusted gross income’ means the
adjusted gross income of the taxpayer for
the taxable year increased by any amount
excluded from gross income under section
911, 931, or 933.

(3) Limitation based on purchase price

No credit shall be allowed under subsection
(a) for the purchase of any residence if the
purchase price of such residence exceeds
$800,000.

(4) Age limitation

No credit shall be allowed under subsection
(a) with respect to the purchase of any resi-
dence unless the taxpayer has attained age 18
as of the date of such purchase. In the case of
any taxpayer who is married (within the
meaning of section 7703), the taxpayer shall be
treated as meeting the age requirement of the
preceding sentence if the taxpayer or the tax-
payer’s spouse meets such age requirement.

(c) Definitions

For purposes of this section—
(1) First-time homebuyer

The term ‘‘first-time homebuyer’” means
any individual if such individual (and if mar-
ried, such individual’s spouse) had no present
ownership interest in a principal residence
during the 3-year period ending on the date of
the purchase of the principal residence to
which this section applies.

(2) Principal residence

The term ‘‘principal residence’ has the same
meaning as when used in section 121.

(3) Purchase
(A) In general

The term ‘‘purchase’” means any acquisi-
tion, but only if—

(i) the property is not acquired from a
person related to the person acquiring
such property (or, if married, such individ-
ual’s spouse), and
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(ii) the basis of the property in the hands
of the person acquiring such property is
not determined—

(I) in whole or in part by reference to
the adjusted basis of such property in
the hands of the person from whom ac-
quired, or

(IT) under section 1014(a) (relating to
property acquired from a decedent).

(B) Construction

A residence which is constructed by the
taxpayer shall be treated as purchased by
the taxpayer on the date the taxpayer first
occupies such residence.

(4) Purchase price

The term ‘‘purchase price” means the ad-
justed basis of the principal residence on the
date such residence is purchased.

(5) Related persons

A person shall be treated as related to an-
other person if the relationship between such
persons would result in the disallowance of
losses under section 267 or 707(b) (but, in ap-
plying section 267(b) and (c) for purposes of
this section, paragraph (4) of section 267(c)
shall be treated as providing that the family
of an individual shall include only his spouse,
ancestors, and lineal descendants).

(6) Exception for long-time residents of same
principal residence

In the case of an individual (and, if married,
such individual’s spouse) who has owned and
used the same residence as such individual’s
principal residence for any 5-consecutive-year
period during the 8-year period ending on the
date of the purchase of a subsequent principal
residence, such individual shall be treated as a
first-time homebuyer for purposes of this sec-
tion with respect to the purchase of such sub-
sequent residence.

(d) Exceptions

No credit under subsection (a) shall be allowed

to any taxpayer for any taxable year with re-
spect to the purchase of a residence if—

(1) the taxpayer is a nonresident alien,

(2) the taxpayer disposes of such residence
(or such residence ceases to be the principal
residence of the taxpayer (and, if married, the
taxpayer’s spouse)) before the close of such
taxable year,

(3) a deduction under section 151 with re-
spect to such taxpayer is allowable to another
taxpayer for such taxable year, or

(4) the taxpayer fails to attach to the return
of tax for such taxable year a properly exe-
cuted copy of the settlement statement used
to complete such purchase.
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lowed to a taxpayer, the tax imposed by this
chapter shall be increased by 6% percent of the
amount of such credit for each taxable year in
the recapture period.

(2) Acceleration of recapture

If a taxpayer disposes of the principal resi-
dence with respect to which a credit was al-
lowed under subsection (a) (or such residence
ceases to be the principal residence of the tax-
payer (and, if married, the taxpayer’s spouse))
before the end of the recapture period—

(A) the tax imposed by this chapter for the
taxable year of such disposition or cessation
shall be increased by the excess of the
amount of the credit allowed over the
amounts of tax imposed by paragraph (1) for
preceding taxable years, and

(B) paragraph (1) shall not apply with re-
spect to such credit for such taxable year or
any subsequent taxable year.

(3) Limitation based on gain

In the case of the sale of the principal resi-
dence to a person who is not related to the
taxpayer, the increase in tax determined
under paragraph (2) shall not exceed the
amount of gain (if any) on such sale. Solely for
purposes of the preceding sentence, the ad-
justed basis of such residence shall be reduced
by the amount of the credit allowed under sub-
section (a) to the extent not previously recap-
tured under paragraph (1).

(4) Exceptions
(A) Death of taxpayer

Paragraphs (1) and (2) shall not apply to
any taxable year ending after the date of the
taxpayer’s death.

(B) Involuntary conversion

Paragraph (2) shall not apply in the case of
a residence which is compulsorily or invol-
untarily converted (within the meaning of
section 1033(a)) if the taxpayer acquires a
new principal residence during the 2-year pe-
riod beginning on the date of the disposition
or cessation referred to in paragraph (2).
Paragraph (2) shall apply to such new prin-
cipal residence during the recapture period
in the same manner as if such new principal
residence were the converted residence.
(C) Transfers between spouses or incident to

divorce

In the case of a transfer of a residence to
which section 1041(a) applies—
(i) paragraph (2) shall not apply to such
transfer, and
(ii) in the case of taxable years ending
after such transfer, paragraphs (1) and (2)
shall apply to the transferee in the same

(e) Reporting

If the Secretary requires information report-
ing under section 6045 by a person described in
subsection (e)(2) thereof to verify the eligibility
of taxpayers for the credit allowable by this sec-
tion, the exception provided by section 6045(e)
shall not apply.
(f) Recapture of credit

(1) In general

Except as otherwise provided in this sub-
section, if a credit under subsection (a) is al-

manner as if such transferee were the
transferor (and shall not apply to the
transferor).
(D) Waiver of recapture for purchases in
2009 and 2010

In the case of any credit allowed with re-
spect to the purchase of a principal resi-
dence after December 31, 2008—

(i) paragraph (1) shall not apply, and
(ii) paragraph (2) shall apply only if the
disposition or cessation described in para-



§36

graph (2) with respect to such residence oc-
curs during the 36-month period beginning
on the date of the purchase of such resi-
dence by the taxpayer.

(E) Special rule for members of the armed
forces, etc.

(i) In general

In the case of the disposition of a prin-
cipal residence by an individual (or a ces-
sation referred to in paragraph (2)) after
December 31, 2008, in connection with Gov-
ernment orders received by such individ-
ual, or such individual’s spouse, for quali-
fied official extended duty service—

(I) paragraph (2) and subsection (d)(2)
shall not apply to such disposition (or
cessation), and

(IT) if such residence was acquired be-
fore January 1, 2009, paragraph (1) shall
not apply to the taxable year in which
such disposition (or cessation) occurs or
any subsequent taxable year.

(ii) Qualified official extended duty service

For purposes of this section, the term
“qualified official extended duty service”
means service on qualified official ex-
tended duty as—

(I) a member of the uniformed services,

(IT) a member of the Foreign Service of
the United States, or

(ITITI) an employee of the intelligence
community.

(iii) Definitions
Any term used in this subparagraph
which is also used in paragraph (9) of sec-

tion 121(d) shall have the same meaning as
when used in such paragraph.

(5) Joint returns

In the case of a credit allowed under sub-
section (a) with respect to a joint return, half
of such credit shall be treated as having been
allowed to each individual filing such return
for purposes of this subsection.

(6) Return requirement

If the tax imposed by this chapter for the
taxable year is increased under this sub-
section, the taxpayer shall, notwithstanding
section 6012, be required to file a return with
respect to the taxes imposed under this sub-
title.

(7) Recapture period

For purposes of this subsection, the term
“‘recapture period’’ means the 15 taxable years
beginning with the second taxable year follow-
ing the taxable year in which the purchase of
the principal residence for which a credit is al-
lowed under subsection (a) was made.

(g) Election to treat purchase in prior year

In the case of a purchase of a principal resi-
dence after December 31, 2008, a taxpayer may
elect to treat such purchase as made on Decem-
ber 31 of the calendar year preceding such pur-
chase for purposes of this section (other than
subsections (b)(4), (¢), () (4)(D), and (h)).
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(h) Application of section
(1) In general

This section shall only apply to a principal
residence purchased by the taxpayer on or
after April 9, 2008, and before May 1, 2010.

(2) Exception in case of binding contract

In the case of any taxpayer who enters into
a written binding contract before May 1, 2010,
to close on the purchase of a principal resi-
dence before July 1, 2010, and who purchases
such residence before October 1, 2010, para-
graph (1) shall be applied by substituting “Oc-
tober 1, 2010’ for “May 1, 2010”".

(3) Special rule for individuals on qualified of-
ficial extended duty outside the United
States

In the case of any individual who serves on
qualified official extended duty service (as de-
fined in section 121(d)(9)(C)(i)) outside the
United States for at least 90 days during the
period beginning after December 31, 2008, and
ending before May 1, 2010, and, if married, such
individual’s spouse—

(A) paragraphs (1) and (2) shall each be ap-
plied by substituting ‘“May 1, 2011’ for ‘‘May
1, 2010, and

(B) paragraph (2) shall be applied by sub-
stituting “July 1, 2011 for ‘“‘July 1, 2010,
and for ‘‘October 1, 2010”°.

(Added Pub. L. 110-289, div. C, title I, §3011(a),
July 30, 2008, 122 Stat. 2888; amended Pub. L.
111-5, div. B, title I, §1006(a)—(c), (d)(2), (e), Feb.
17, 2009, 123 Stat. 316, 317; Pub. L. 111-92,
§§11(a)—(g), 12(a)-(c), Nov. 6, 2009, 123 Stat.
2989-2992; Pub. L. 111-198, §2(a), (b), July 2, 2010,
124 Stat. 1356.)

PRIOR PROVISIONS

A prior section 36 was renumbered section 37 of this
title.

Another prior section 36, acts Aug. 16, 1954, ch. 736,
68A Stat. 15; Oct. 4, 1976, Pub. L. 94-455, title V,
§501(b)(2), title X, §1011(c), title XIX, §1901(b)(1)(A), 90
Stat. 15658, 1611, 1790, directed that credits provided by
section 32 not be allowed if an individual elects under
section 144 to take standard deduction, prior to repeal
by Pub. L. 95-30, title I, §§101(d)(3), 106(a), May 23, 1977,
91 Stat. 133, 141, applicable to taxable years beginning
after Dec. 31, 1976.

AMENDMENTS

2010—Subsec. (h)(2). Pub. L. 111-198, §2(a), substituted
“and who purchases such residence before October 1,
2010, paragraph (1) shall be applied by substituting ‘Oc-
tober 1, 2010’ for ‘‘paragraph (1) shall be applied by
substituting ‘July 1, 2010’ .

Subsec. (h)(3)(B). Pub. L. 111-198, §2(b), inserted
¢, and for ‘October 1, 2010’ after ‘‘for ‘July 1, 2010’ .

2009—Subsec. (b)(1)(A). Pub. L. 111-5, §1006(b)(1), sub-
stituted *“$8,000” for ‘‘$7,500"".

Subsec. (b)(1)(B). Pub. L. 111-5, §1006(b), substituted
‘4,000 for *“$3,750”” and ‘“$8,000”* for ‘*$7,500"".

Subsec. (b)(1)(C). Pub. L. 111-5, §1006(b)(1), substituted
‘$8,000”" for ‘‘$7,500"".

Subsec. (b)(1)(D). Pub. L. 111-92, §11(c)(1), added sub-
par. (D).

Subsec. (b)(2)(A)(D)II). Pub. L. 111-92, §11(c)(2), sub-
stituted *“$125,000 ($225,000” for ‘*$75,000 ($150,000"".

Subsec. (b)(3). Pub. L. 111-92, §11(d), added par. (3).

Subsec. (b)(4). Pub. L. 111-92, §12(a)(1), added par. (4).

Subsec. (¢)(3)(A)(1). Pub. L. 111-92, §12(c), inserted
‘‘(or, if married, such individual’s spouse)’’ after ‘‘per-
son acquiring such property’’.
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Subsec. (¢)(6). Pub. L. 111-92, §11(b), added par. (6).

Subsec. (d). Pub. L. 111-5, §1006(d)(2), (e), redesignated
pars. (3) and (4) as (1) and (2), respectively, and struck
out former pars. (1) and (2) which read as follows:

‘(1) a credit under section 1400C (relating to first-
time homebuyer in the District of Columbia) is allow-
able to the taxpayer (or the taxpayer’s spouse) for such
taxable year or any prior taxable year,

‘“(2) the residence is financed by the proceeds of a
qualified mortgage issue the interest on which is ex-
empt from tax under section 103,”.

Subsec. (d)(3). Pub. L. 111-92, §11(g), added par. (3).

Subsec. (d)(4). Pub. L. 111-92, §12(b), added par. (4).

Subsec. (f)(4)(D). Pub. L. 111-92, §11(a)(2), inserted
“and 2010 after 2009 in heading and struck out
¢, and before December 1, 2009 after ‘‘December 31,
2008’ in introductory provisions.

Pub. L. 111-5, §1006(c)(1), added subpar. (D).

Subsec. ()(4)(E). Pub. L. 111-92, §11(e), added subpar.
(B).

Subsec. (g). Pub. L. 111-92, §12(a)(2), inserted ‘‘(b)(4),”
before ‘‘(c)”.

Pub. L. 111-92, §11(a)(3), amended subsec. (g) gener-
ally. Prior to amendment, text read as follows: ‘“In the
case of a purchase of a principal residence after Decem-
ber 31, 2008, and before December 1, 2009, a taxpayer
may elect to treat such purchase as made on December
31, 2008, for purposes of this section (other than sub-
sections (¢) and (f)(4)(D)).”

Pub. L. 111-5, §1006(a)(2), (¢c)(2), substituted ‘‘Decem-
ber 1, 2009 for “July 1, 2009 and ‘‘subsections (c) and
(£)(4)(D)”’ for ‘‘subsection (c)’’.

Subsec. (h). Pub. L. 111-92, §11(a)(1), substituted ‘“‘May
1, 2010 for ‘“‘December 1, 2009’°, designated existing pro-
visions as par. (1), inserted heading, and added par. (2).

Pub. L. 111-5, §1006(a)(1), substituted ‘‘December 1,
2009 for ““‘July 1, 2009*.

Subsec. (h)(3). Pub. L. 111-92, §11(f), added par. (3).

EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-198, §2(c), July 2, 2010, 124 Stat. 1356, pro-
vided that: ‘“The amendments made by this section
[amending this section] shall apply to residences pur-
chased after June 30, 2010.”

EFFECTIVE DATE OF 2009 AMENDMENT

Pub. L. 111-92, §11(j)(1)—~(3), Nov. 6, 2009, 123 Stat. 2991,
provided that:

‘(1) IN GENERAL.—The amendments made by sub-
sections (b), (¢), (d), and (g) [amending this section]
shall apply to residences purchased after the date of
the enactment of this Act [Nov. 6, 2009].

‘(2) EXTENSIONS.—The amendments made by sub-
sections (a) [amending this section], (f) [amending this
section], and (i) [amending section 1400C of this title]
shall apply to residences purchased after November 30,
2009.

¢(3) WAIVER OF RECAPTURE.—The amendment made by
subsection (e) [amending this section] shall apply to
dispositions and cessations after December 31, 2008.”"

Pub. L. 111-92, §12(e), Nov. 6, 2009, 123 Stat. 2992, pro-
vided that:

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, the amendments made by this section
[amending this section and section 6213 of this title]
shall apply to purchases after the date of the enact-
ment of this Act [Nov. 6, 2009].

‘(2) DOCUMENTATION REQUIREMENT.—The amendments
made by subsection (b) [amending this section] shall
apply to returns for taxable years ending after the date
of the enactment of this Act [Nov. 6, 2009].

¢(3) TREATMENT AS MATHEMATICAL AND CLERICAL ER-
RORS.—The amendments made by subsection (d)
[amending section 6213 of this title] shall apply to re-
turns for taxable years ending on or after April 9, 2008.”

Pub. L. 111-5, div. B, title I, §1006(f), Feb. 17, 2009, 123
Stat. 317, provided that: ‘“The amendments made by
this section [amending this section and section 1400C of
this title] shall apply to residences purchased after De-
cember 31, 2008.”’
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EFFECTIVE DATE

Section applicable to residences purchased on or after
Apr. 9, 2008, in taxable years ending on or after such
date, see section 3011(c) of Pub. L. 110-289, set out as an
Effective Date of 2008 Amendment note under section 26
of this title.

[§ 36A. Repealed. Pub. L. 113-295, div. A, title II,
§221(a)(5)(A), Dec. 19, 2014, 128 Stat. 4037]

Section, added Pub. L. 111-5, div. B, title I, §1001(a),
Feb. 17, 2009, 123 Stat. 309, related to making work pay
credit.

EFFECTIVE DATE OF REPEAL

Repeal effective Dec. 19, 2014, subject to a savings
provision, see section 221(b) of Pub. L. 113-295, set out
as an Effective Date of 2014 Amendment note under sec-
tion 1 of this title.

TREATMENT OF POSSESSIONS

Pub. L. 111-5, div. B, title I, §1001(b), Feb. 17, 2009, 123
Stat. 310, with respect to taxable years beginning in
2009 and 2010, required the Secretary of the Treasury to
pay each possession of the United States with a mirror
code tax system amounts equal to the loss to that pos-
session by reason of the making work pay credit and to
pay certain possessions without a mirror code tax sys-
tem amounts estimated as being equal to aggregate
benefits that would have been provided to its residents,
and provided that, for purposes of section 1324(b)(2) of
Title 31, Money and Finance, such payments to posses-
sions would be treated in the same manner as a refund
due from the credit formerly allowed under this sec-
tion.

§36B. Refundable credit for coverage under a
qualified health plan

(a) In general

In the case of an applicable taxpayer, there
shall be allowed as a credit against the tax im-
posed by this subtitle for any taxable year an
amount equal to the premium assistance credit
amount of the taxpayer for the taxable year.

(b) Premium assistance credit amount

For purposes of this section—
(1) In general

The term ‘‘premium assistance credit
amount’” means, with respect to any taxable
year, the sum of the premium assistance
amounts determined under paragraph (2) with
respect to all coverage months of the taxpayer
occurring during the taxable year.

(2) Premium assistance amount

The premium assistance amount determined
under this subsection with respect to any cov-
erage month is the amount equal to the lesser
of—

(A) the monthly premiums for such month
for 1 or more qualified health plans offered
in the individual market within a State
which cover the taxpayer, the taxpayer’s
spouse, or any dependent (as defined in sec-
tion 152) of the taxpayer and which were en-
rolled in through an Exchange established
by the State under 13111 of the Patient Pro-
tection and Affordable Care Act, or

(B) the excess (if any) of—

(i) the adjusted monthly premium for
such month for the applicable second low-

180 in original. Probably should be preceded by ‘‘section’.
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est cost silver plan with respect to the tax-
payer, over

(ii) an amount equal to 1/12 of the prod-
uct of the applicable percentage and the
taxpayer’s household income for the tax-
able year.

(3) Other terms and rules relating to premium

assistance amounts

For purposes of paragraph (2)—
(A) Applicable percentage

(i) In general

Except as provided in clause (ii), the ap-
plicable percentage for any taxable year
shall be the percentage such that the ap-
plicable percentage for any taxpayer
whose household income is within an in-
come tier specified in the following table
shall increase, on a sliding scale in a linear
manner, from the initial premium percent-
age to the final premium percentage speci-
fied in such table for such income tier:

In the case of house-

hold income (ex-
pressed as a percent

The initial The final pre-

8 : remium per- mium per-
of poverty Iie) with-  TCIES R contase e
come tier:
Up to 133% 2.0% 2.0%
133% up to 150% 3.0% 4.0%
150% up to 200% 4.0% 6.3%
200% up to 250% 6.3% 8.05%
250% up to 300% 8.05% 9.5%
300% up to 400% 9.5% 9.5%.

(ii) Indexing
(I) In general

Subject to subclause (II), in the case of
taxable years beginning in any calendar
year after 2014, the initial and final ap-
plicable percentages under clause (i) (as
in effect for the preceding calendar year
after application of this clause) shall be
adjusted to reflect the excess of the rate
of premium growth for the preceding cal-
endar year over the rate of income
growth for the preceding calendar year.
(IT) Additional adjustment

Except as provided in subclause (III),
in the case of any calendar year after
2018, the percentages described in sub-
clause (I) shall, in addition to the adjust-
ment under subclause (I), be adjusted to
reflect the excess (if any) of the rate of
premium growth estimated under sub-
clause (I) for the preceding calendar year
over the rate of growth in the consumer
price index for the preceding calendar
year.

(ITI) Failsafe

Subclause (II) shall apply for any cal-
endar year only if the aggregate amount
of premium tax credits under this sec-
tion and cost-sharing reductions under
section 1402 of the Patient Protection
and Affordable Care Act for the preced-
ing calendar year exceeds an amount
equal to 0.504 percent of the gross domes-
tic product for the preceding calendar
year.
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(B) Applicable second lowest cost silver plan

The applicable second lowest cost silver
plan with respect to any applicable taxpayer
is the second lowest cost silver plan of the
individual market in the rating area in
which the taxpayer resides which—

(i) is offered through the same Exchange
through which the qualified health plans
taken into account under paragraph (2)(A)
were offered, and

(ii) provides—

(I) self-only coverage in the case of an
applicable taxpayer—

(aa) whose tax for the taxable year is
determined under section 1(c) (relating
to unmarried individuals other than
surviving spouses and heads of house-
holds) and who is not allowed a deduc-
tion under section 151 for the taxable
year with respect to a dependent, or

(bb) who is not described in item (aa)
but who purchases only self-only cov-
erage, and

(IT) family coverage in the case of any
other applicable taxpayer.

If a taxpayer files a joint return and no cred-
it is allowed under this section with respect
to 1 of the spouses by reason of subsection
(e), the taxpayer shall be treated as de-
scribed in clause (ii)(I) unless a deduction is
allowed under section 151 for the taxable
year with respect to a dependent other than
either spouse and subsection (e) does not
apply to the dependent.

(C) Adjusted monthly premium

The adjusted monthly premium for an ap-
plicable second lowest cost silver plan is the
monthly premium which would have been
charged (for the rating area with respect to
which the premiums under paragraph (2)(A)
were determined) for the plan if each indi-
vidual covered under a qualified health plan
taken into account under paragraph (2)(A)
were covered by such silver plan and the pre-
mium was adjusted only for the age of each
such individual in the manner allowed under
section 2701 of the Public Health Service
Act. In the case of a State participating in
the wellness discount demonstration project
under section 2705(d) of the Public Health
Service Act, the adjusted monthly premium
shall be determined without regard to any
premium discount or rebate under such
project.

(D) Additional benefits

If—

(i) a qualified health plan under section
1302(b)(5) of the Patient Protection and Af-
fordable Care Act offers benefits in addi-
tion to the essential health benefits re-
quired to be provided by the plan, or

(ii) a State requires a qualified health
plan under section 1311(d)(3)(B) of such Act
to cover benefits in addition to the essen-
tial health benefits required to be provided
by the plan,

the portion of the premium for the plan
properly allocable (under rules prescribed by
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(c)

the Secretary of Health and Human Serv-
ices) to such additional benefits shall not be
taken into account in determining either
the monthly premium or the adjusted
monthly premium under paragraph (2).

(E) Special rule for pediatric dental coverage

For purposes of determining the amount of
any monthly premium, if an individual en-
rolls in both a qualified health plan and a
plan described in section 1311(d)(2)(B)(ii)(I)2
of the Patient Protection and Affordable
Care Act for any plan year, the portion of
the premium for the plan described in such
section that (under regulations prescribed
by the Secretary) is properly allocable to pe-
diatric dental benefits which are included in
the essential health benefits required to be
provided by a qualified health plan under
section 1302(b)(1)(J) of such Act shall be
treated as a premium payable for a qualified
health plan.

Definition and rules relating to applicable

taxpayers, coverage months, and qualified
health plan

For purposes of this section—
(1) Applicable taxpayer

(A) In general

The term ‘‘applicable taxpayer’’ means,
with respect to any taxable year, a taxpayer
whose household income for the taxable year
equals or exceeds 100 percent but does not
exceed 400 percent of an amount equal to the
poverty line for a family of the size involved.

(B) Special rule for certain individuals law-
fully present in the United States

If—

(i) a taxpayer has a household income
which is not greater than 100 percent of an
amount equal to the poverty line for a
family of the size involved, and

(ii) the taxpayer is an alien lawfully
present in the United States, but is not eli-
gible for the medicaid program under title
XIX of the Social Security Act by reason
of such alien status,

the taxpayer shall, for purposes of the credit
under this section, be treated as an applica-
ble taxpayer with a household income which
is equal to 100 percent of the poverty line for
a family of the size involved.

(C) Married couples must file joint return

If the taxpayer is married (within the
meaning of section 7703) at the close of the
taxable year, the taxpayer shall be treated
as an applicable taxpayer only if the tax-
payer and the taxpayer’s spouse file a joint
return for the taxable year.

(D) Denial of credit to dependents

No credit shall be allowed under this sec-
tion to any individual with respect to whom
a deduction under section 151 is allowable to
another taxpayer for a taxable year begin-
ning in the calendar year in which such indi-
vidual’s taxable year begins.

2See References in Text note below.
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(2) Coverage month

For purposes of this subsection—
(A) In general

The term ‘‘coverage month’ means, with
respect to an applicable taxpayer, any
month if—

(i) as of the first day of such month the
taxpayer, the taxpayer’s spouse, or any de-
pendent of the taxpayer is covered by a
qualified health plan described in sub-
section (b)(2)(A) that was enrolled in
through an Exchange established by the
State under section 1311 of the Patient
Protection and Affordable Care Act, and

(ii) the premium for coverage under such
plan for such month is paid by the tax-
payer (or through advance payment of the
credit under subsection (a) under section
1412 of the Patient Protection and Afford-
able Care Act).

(B) Exception for minimum essential cov-
erage

(i) In general

The term ‘‘coverage month’’ shall not in-
clude any month with respect to an indi-
vidual if for such month the individual is
eligible for minimum essential coverage
other than eligibility for coverage de-
scribed in section 5000A(f)(1)(C) (relating to
coverage in the individual market).

(ii) Minimum essential coverage

The term ‘“minimum essential coverage”’
has the meaning given such term by sec-
tion 5000A(f).

(C) Special rule for employer-sponsored min-
imum essential coverage

For purposes of subparagraph (B)—
(i) Coverage must be affordable

Except as provided in clause (iii), an em-
ployee shall not be treated as eligible for
minimum essential coverage if such cov-
erage—

(I) consists of an eligible employer-
sponsored plan (as defined in section
5000A(f)(2)), and

(IT) the employee’s required contribu-
tion (within the meaning of section
5000A(e)(1)(B)) with respect to the plan
exceeds 9.5 percent of the applicable tax-
payer’s household income.

This clause shall also apply to an individ-
ual who is eligible to enroll in the plan by
reason of a relationship the individual
bears to the employee.
(ii) Coverage must provide minimum value
Except as provided in clause (iii), an em-
ployee shall not be treated as eligible for
minimum essential coverage if such cov-
erage consists of an eligible employer-
sponsored plan (as defined in section
5000A(f)(2)) and the plan’s share of the
total allowed costs of benefits provided
under the plan is less than 60 percent of
such costs.
(iii) Employee or family must not be cov-
ered under employer plan

Clauses (i) and (ii) shall not apply if the
employee (or any individual described in
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the last sentence of clause (i)) is covered
under the eligible employer-sponsored plan
or the grandfathered health plan.
(iv) Indexing

In the case of plan years beginning in
any calendar year after 2014, the Secretary
shall adjust the 9.5 percent under clause
(i)(ITI) in the same manner as the percent-
ages are adjusted under subsection
(M)(B)(A)(D).

(3) Definitions and other rules
(A) Qualified health plan

The term ‘‘qualified health plan’ has the
meaning given such term by section 1301(a)
of the Patient Protection and Affordable
Care Act, except that such term shall not in-
clude a qualified health plan which is a cata-
strophic plan described in section 1302(e) of
such Act.

(B) Grandfathered health plan

The term ‘‘grandfathered health plan’ has
the meaning given such term by section 1251
of the Patient Protection and Affordable
Care Act.

(d) Terms relating to income and families
For purposes of this section—
(1) Family size

The family size involved with respect to any
taxpayer shall be equal to the number of indi-
viduals for whom the taxpayer is allowed a de-
duction under section 151 (relating to allow-
ance of deduction for personal exemptions) for
the taxable year.

(2) Household income

(A) Household income

The term ‘‘household income’ means, with
respect to any taxpayer, an amount equal to
the sum of—

(i) the modified adjusted gross income of
the taxpayer, plus

(ii) the aggregate modified adjusted
gross incomes of all other individuals
who—

(I) were taken into account in deter-
mining the taxpayer’s family size under
paragraph (1), and

(IT) were required to file a return of tax
imposed by section 1 for the taxable
year.

(B) Modified adjusted gross income

The term ‘‘modified adjusted gross in-
come’” means adjusted gross income in-
creased by—

(i) any amount excluded from gross in-
come under section 911,

(ii) any amount of interest received or
accrued by the taxpayer during the taxable
year which is exempt from tax, and

(iii) an amount equal to the portion of
the taxpayer’s social security benefits (as
defined in section 86(d)) which is not in-
cluded in gross income under section 86 for
the taxable year.

(3) Poverty line
(A) In general

The term ‘‘poverty line’” has the meaning
given that term in section 2110(c)(5) of the
Social Security Act (42 U.S.C. 1397jj(c)(b)).
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(B) Poverty line used

In the case of any qualified health plan of-
fered through an Exchange for coverage dur-
ing a taxable year beginning in a calendar
year, the poverty line used shall be the most
recently published poverty line as of the 1st
day of the regular enrollment period for cov-
erage during such calendar year.

(e) Rules for individuals not lawfully present

(1) In general

If 1 or more individuals for whom a taxpayer
is allowed a deduction under section 151 (relat-
ing to allowance of deduction for personal ex-
emptions) for the taxable year (including the
taxpayer or his spouse) are individuals who
are not lawfully present—

(A) the aggregate amount of premiums
otherwise taken into account under clauses
(i) and (ii) of subsection (b)(2)(A) shall be re-
duced by the portion (if any) of such pre-
miums which is attributable to such individ-
uals, and

(B) for purposes of applying this section,
the determination as to what percentage a
taxpayer’s household income bears to the
poverty level for a family of the size in-
volved shall be made under one of the follow-
ing methods:

(i) A method under which—

(I) the taxpayer’s family size is deter-
mined by not taking such individuals
into account, and

(IT) the taxpayer’s household income is
equal to the product of the taxpayer’s
household income (determined without
regard to this subsection) and a frac-
tion—

(aa) the numerator of which is the
poverty line for the taxpayer’s family
size determined after application of
subclause (I), and

(bb) the denominator of which is the
poverty line for the taxpayer’s family
size determined without regard to sub-
clause (D).

(ii) A comparable method reaching the
same result as the method under clause (i).

(2) Lawfully present

For purposes of this section, an individual
shall be treated as lawfully present only if the
individual is, and is reasonably expected to be
for the entire period of enrollment for which
the credit under this section is being claimed,
a citizen or national of the United States or an
alien lawfully present in the United States.

(3) Secretarial authority

The Secretary of Health and Human Serv-
ices, in consultation with the Secretary, shall
prescribe rules setting forth the methods by
which calculations of family size and house-
hold income are made for purposes of this sub-
section. Such rules shall be designed to ensure
that the least burden is placed on individuals
enrolling in qualified health plans through an
Exchange and taxpayers eligible for the credit
allowable under this section.
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(f) Reconciliation of credit and advance credit
(1) In general

The amount of the credit allowed under this
section for any taxable year shall be reduced
(but not below zero) by the amount of any ad-
vance payment of such credit under section
1412 of the Patient Protection and Affordable
Care Act.

(2) Excess advance payments

(A) In general

If the advance payments to a taxpayer
under section 1412 of the Patient Protection
and Affordable Care Act for a taxable year
exceed the credit allowed by this section (de-
termined without regard to paragraph (1)),
the tax imposed by this chapter for the tax-
able year shall be increased by the amount
of such excess.

(B) Limitation on increase

(i) In general

In the case of a taxpayer whose house-
hold income is less than 400 percent of the
poverty line for the size of the family in-
volved for the taxable year, the amount of
the increase under subparagraph (A) shall
in no event exceed the applicable dollar
amount determined in accordance with the
following table (one-half of such amount in
the case of a taxpayer whose tax is deter-
mined under section 1(c) for the taxable

year):

T}_1e ap-
If the household income (expressed as a per- pélo(ial‘gll,e
cent of poverty line) is: amount

is:

Less than 200% .....ovvveveeeeeinviieeieeieeanns $600
At least 200% but less than 300% ........ $1,500
At least 300% but less than 400% ........ $2,500.

(ii) Indexing of amount

In the case of any calendar year begin-
ning after 2014, each of the dollar amounts
in the table contained under clause (i)
shall be increased by an amount equal to—

(I) such dollar amount, multiplied by

(IT) the cost-of-living adjustment de-
termined under section 1(f)(3) for the cal-
endar year, determined by substituting

‘‘calendar year 2013 for ‘‘calendar year

1992’ in subparagraph (B) thereof.

If the amount of any increase under clause
(i) is not a multiple of $50, such increase
shall be rounded to the next lowest mul-
tiple of $50.

(3) Information requirement

Each Exchange (or any person carrying out
1 or more responsibilities of an Exchange
under section 1311(f)(3) or 1321(c) of the Patient
Protection and Affordable Care Act) shall pro-
vide the following information to the Sec-
retary and to the taxpayer with respect to any
health plan provided through the Exchange:
(A) The level of coverage described in sec-
tion 1302(d) of the Patient Protection and Af-
fordable Care Act and the period such cov-
erage was in effect.
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(B) The total premium for the coverage
without regard to the credit under this sec-
tion or cost-sharing reductions under section
1402 of such Act.

(C) The aggregate amount of any advance
payment of such credit or reductions under
section 1412 of such Act.

(D) The name, address, and TIN of the pri-
mary insured and the name and TIN of each
other individual obtaining coverage under
the policy.

(E) Any information provided to the Ex-
change, including any change of circum-
stances, necessary to determine eligibility
for, and the amount of, such credit.

(F) Information necessary to determine
whether a taxpayer has received excess ad-
vance payments.

(g) Regulations

The Secretary shall prescribe such regulations
as may be necessary to carry out the provisions
of this section, including regulations which pro-
vide for—

(1) the coordination of the credit allowed
under this section with the program for ad-
vance payment of the credit under section 1412
of the Patient Protection and Affordable Care
Act, and

(2) the application of subsection (f) where
the filing status of the taxpayer for a taxable
year is different from such status used for de-
termining the advance payment of the credit.

(Added and amended Pub. L. 111-148, title I,
§1401(a), title X, §§10105(a)—(c), 10108(h)(1), Mar.
23, 2010, 124 Stat. 213, 906, 914; Pub. L. 111-152,
title I, §§1001(a), 1004(a)(1)(A), (2)(A), (¢), Mar. 30,
2010, 124 Stat. 1030, 1034, 1035; Pub. L. 111-309,
title II, §208(a), (b), Dec. 15, 2010, 124 Stat. 3291,
3292; Pub. L. 112-9, §4(a), Apr. 14, 2011, 125 Stat.
36; Pub. L. 112-10, div. B, title VIII, §1858(b)(1),
Apr. 15, 2011, 125 Stat. 168; Pub. L. 112-56, title
IV, §401(a), Nov. 21, 2011, 125 Stat. 734.)

INFLATION ADJUSTED ITEMS FOR CERTAIN YEARS

For inflation adjustment of certain items in
this section, see Revenue Procedures listed in a
table under section 1 of this title.

REFERENCES IN TEXT

Sections 1251, 1301, 1302, 1311, 1321, 1402, and 1412 of the
Patient Protection and Affordable Care Act, referred to
in text, are classified to sections 18011, 18021, 18022,
18031, 18041, 18071, and 18082, respectively, of Title 42,
The Public Health and Welfare.

Sections 2701 and 2705(d) of the Public Health Service
Act, referred to in subsec. (b)(3)(C), are classified to
sections 300gg and 300gg-4(d), respectively, of Title 42,
The Public Health and Welfare. The reference to sec-
tion 2705(d) probably should be a reference to section
2705(1), which relates to wellness program demonstra-
tion project and is classified to section 300gg-4(l) of
Title 42.

Section 1311(d)(2)(B)(ii)(I) of the Patient Protection
and Affordable Care Act, referred to in subsec. (b)(3)(E),
probably means section 1311(d)(2)(B)(ii) of Pub. L.
111-148, which is classified to section 18031(d)(2)(B)(ii) of
Title 42, The Public Health and Welfare, and which does
not contain subclauses.

The Social Security Act, referred to in subsec.
(©)(1)(B)(ii), is act Aug. 14, 1935, ch. 531, 49 Stat. 620.
Title XIX of the Act is classified generally to sub-
chapter XIX (§1396 et seq.) of chapter 7 of Title 42, The
Public Health and Welfare. For complete classification
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of this Act to the Code, see section 1305 of Title 42 and
Tables.

AMENDMENTS

2011—Subsec. (¢)(2)(D). Pub. L. 112-10 struck out sub-
par. (D). Prior to amendment, text read as follows:
“The term ‘coverage month’ shall not include any
month in which such individual has a free choice
voucher provided under section 10108 of the Patient
Protection and Affordable Care Act.”

Subsec. (d)(2)(B)(iii). Pub. L. 112-56 added cl. (iii).

Subsec. (£)(2)(B)(i). Pub. L. 112-9 amended cl. (i) gen-
erally. Prior to amendment, cl. (i) consisted of text and
a table limiting increase in amount recovered on rec-
onciliation of health insurance tax credit and advance
of that credit for households with income below 500 per-
cent of Federal poverty line.

2010—Subsec. DB)(A)E). Pub. L. 111-152,
§1001(a)(1)(A), substituted ‘‘for any taxable year shall
be the percentage such that the applicable percentage
for any taxpayer whose household income is within an
income tier specified in the following table shall in-
crease, on a sliding scale in a linear manner, from the
initial premium percentage to the final premium per-
centage specified in such table for such income tier:”
for ‘“‘with respect to any taxpayer for any taxable year
is equal to 2.8 percent, increased by the number of per-
centage points (not greater than 7) which bears the
same ratio to 7 percentage points as—’’ in introductory
provisions, inserted table, and struck out subcls. (I) and
(IT) which read as follows:

“(I) the taxpayer’s household income for the taxable
year in excess of 100 percent of the poverty line for a
family of the size involved, bears to

“(II) an amount equal to 200 percent of the poverty
line for a family of the size involved.”

Subsec. (b)(3)(A)@i). Pub. L. 111-152, §1001(a)(1)(B),
added cl. (ii) and struck out former cl. (ii). Text read as
follows: ““If a taxpayer’s household income for the tax-
able year equals or exceeds 100 percent, but not more
than 133 percent, of the poverty line for a family of the
size involved, the taxpayer’s applicable percentage
shall be 2 percent.”

Pub. L. 111-148, §10105(a), substituted ‘‘equals or ex-
ceeds’ for ‘‘is in excess of’’.

Subsec. (b)(3)(A)@ii). Pub. L. 111-152, §1001(a)(1)(B),
struck out cl. (iii). Text read as follows: ‘“In the case of
taxable years beginning in any calendar year after 2014,
the Secretary shall adjust the initial and final applica-
ble percentages under clause (i), and the 2 percent
under clause (ii), for the calendar year to reflect the ex-
cess of the rate of premium growth between the preced-
ing calendar year and 2013 over the rate of income
growth for such period.”

Subsec. (¢)(1)(A). Pub. L. 111-148, §10105(b), inserted
“‘equals or’’ before ‘‘exceeds’.

Subsec. (¢)(2)(C)(1)(II). Pub. L. 111-152, §1001(a)(2)(A),
substituted ‘9.5 percent’ for ‘9.8 percent’’.

Subsec. (¢)(2)(C)(iv). Pub. L. 111-152, §1001(a)(2), sub-

stituted 9.5 percent” for 9.8 percent’” and
“(b)(3)(A)(i1)” for ““(b)(3)(A)({ii)”.
Pub. L. 111-148, §10105(c), substituted ‘‘subsection

()(3)(A)(iii)” for “‘subsection (b)(3)(A)({i)”.

Subsec. (¢)(2)(D). Pub. L. 111-148, §10108(h)(1), added
subpar. (D).

Subsec. (d)(2)(A)({), (ii). Pub. L. 111-152, §1004(a)(1)(A),
substituted ‘‘modified adjusted gross’ for ‘‘modified
gross’’.

Subsec. (d)(2)(B). Pub. L. 111-152, §1004(a)(2)(A),
amended subpar. (B) generally. Prior to amendment,
text read as follows: ‘‘The term ‘modified gross income’
means gross income—

‘(i) decreased by the amount of any deduction al-
lowable under paragraph (1), (3), (4), or (10) of section
62(a),

‘“(ii) increased by the amount of interest received
or accrued during the taxable year which is exempt
from tax imposed by this chapter, and

‘“(iii) determined without regard to sections 911,
931, and 933.”

TITLE 26—INTERNAL REVENUE CODE

Page 146

Subsec. (£)(2)(B). Pub. L. 111-309, §208(a), amended
generally subpar. heading and cl. (i). Prior to amend-
ment, text of cl. (i) read as follows: “In the case of an
applicable taxpayer whose household income is less
than 400 percent of the poverty line for the size of the
family involved for the taxable year, the amount of the
increase under subparagraph (A) shall in no event ex-
ceed $400 ($250 in the case of a taxpayer whose tax is de-
termined under section 1(c) for the taxable year).”

Subsec. (£)(2)(B)@ii). Pub. L. 111-309, §208(b), inserted
“in the table contained’ after ‘‘each of the dollar
amounts’ in introductory provisions.

Subsec. (f)(3). Pub. L. 111-152, §1004(c), added par. (3).

EFFECTIVE DATE OF 2011 AMENDMENT

Pub. L. 112-56, title IV, §401(b), Nov. 21, 2011, 125 Stat.
734, provided that: “The amendments made by this sec-
tion [amending this section] shall take effect on the
date of the enactment of this Act [Nov. 21, 2011].”

Pub. L. 112-10, div. B, title VIII, §1858(d), Apr. 15, 2011,
125 Stat. 169, provided that: ‘“The amendments made by
this section [amending this section, sections 162, 4980H,
and 6056 of this title, and section 218b of Title 29, Labor,
and repealing section 139D of this title and section 18101
of Title 42, The Public Health and Welfare] shall take
effect as if included in the provisions of, and the
amendments made by, the provisions of the Patient
Protection and Affordable Care Act [Pub. L. 111-148] to
which they relate.”

Pub. L. 112-9, §4(b), Apr. 14, 2011, 125 Stat. 37, provided
that: “The amendment made by this section [amending
this section] shall apply to taxable years ending after
December 31, 2013.”

EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-309, title II, §208(c), Dec. 15, 2010, 124 Stat.
3292, provided that: ‘“The amendments made by this
section [amending this section] shall apply to taxable
yvears beginning after December 31, 2013.”°

Pub. L. 111-148, title X, §10108(h)(2), Mar. 23, 2010, 124
Stat. 914, provided that: “The amendment made by this
subsection [amending this section] shall apply to tax-
able years beginning after December 31, 2013.”’

EFFECTIVE DATE

Pub. L. 111-148, title I, §1401(e), Mar. 23, 2010, 124 Stat.
220, provided that: “The amendments made by this sec-
tion [enacting this section and amending sections 280C
and 6211 of this title and section 1324 of Title 31, Money
and Finance] shall apply to taxable years ending after
December 31, 2013.”

NO IMPACT ON SOCIAL SECURITY TRUST FUNDS

Pub. L. 112-56, title IV, §401(c), Nov. 21, 2011, 125 Stat.
734, provided that:

‘(1) ESTIMATE OF SECRETARY.—The Secretary of the
Treasury, or the Secretary’s delegate, shall annually
estimate the impact that the amendments made by
subsection (a) [amending this section] have on the in-
come and balances of the trust funds established under
section 201 of the Social Security Act (42 U.S.C. 401).

‘(2) TRANSFER OF FUNDS.—If, under paragraph (1), the
Secretary of the Treasury or the Secretary’s delegate
estimates that such amendments have a negative im-
pact on the income and balances of such trust funds,
the Secretary shall transfer, not less frequently than
quarterly, from the general fund an amount sufficient
so as to ensure that the income and balances of such
trust funds are not reduced as a result of such amend-
ments.”’

[§36C. Renumbered § 23]
§ 37. Overpayments of tax

For credit against the tax imposed by this subtitle
for overpayments of tax, see section 6401.

(Aug. 16, 1954, ch. 736, 68A Stat. 16, §38; renum-
bered §39, Pub. L. 87-834, §2(a), Oct. 16, 1962, 76



Page 147

Stat. 962; renumbered §40, Pub. L. 89-44, title
VIII, §809(c), June 21, 1965, 79 Stat. 167; renum-
bered §42, Pub. L. 92-178, title VI, §601(a), Dec.
10, 1971, 85 Stat. 5563; renumbered §43, Pub. L.
94-12, title II, §203(a), Mar. 29, 1975, 89 Stat. 29;
renumbered §44, Pub. L. 94-12, title II, §204(a),
Mar. 29, 1975, 89 Stat. 30; renumbered §45, Pub. L.
94-12, title II, §208(a), Mar. 29, 1975, 89 Stat. 32;
renumbered §35, Pub. L. 98-369, div. A, title IV,
§471(c), July 18, 1984, 98 Stat. 826; renumbered
§36, Pub. L. 107-210, div. A, title II, §201(a), Aug.
6, 2002, 116 Stat. 954; renumbered §37, Pub. L.
110-289, div. C, title I, §3011(a), July 30, 2008, 122
Stat. 2888.)

PRIOR PROVISIONS

A prior section 37 was renumbered section 22 of this
title.

SUBPART D—BUSINESS RELATED CREDITS

Sec.

38. General business credit.

39. Carryback and carryforward of unused cred-
its.

40. Alcohol, etc., used as fuel.

40A. Biodiesel and renewable diesel used as fuel.

41. Credit for increasing research activities.

411 Employee stock ownership credit.

42. Low-income housing credit.

43. Enhanced oil recovery credit.

44, Expenditures to provide access to disabled in-
dividuals.

[44A-H. Renumbered, Repealed.]

45. Electricity produced from certain renewable
resources, etc.

45A. Indian employment credit.

45B. Credit for portion of employer social security
taxes paid with respect to employee cash
tips.

45C. Clinical testing expenses for certain drugs for
rare diseases or conditions.

45D. New markets tax credit.

45E. Small employer pension plan startup costs.

45F. Employer-provided child care credit.

45G. Railroad track maintenance credit.

45H. Credit for production of low sulfur diesel fuel.

451. Credit for producing oil and gas from mar-
ginal wells.
Credit for producing fuel from a nonconven-
tional source.
45J. Credit for production from advanced nuclear
power facilities.

45K .2

45L.. New energy efficient home credit.

45M. Energy efficient appliance credit.

45N. Mine rescue team training credit.

450. Agricultural chemicals security credit.

45P. Employer wage credit for employees who are
active duty members of the uniformed serv-
ices.

45Q. Credit for carbon dioxide sequestration.

45R. Employee health insurance expenses of small
employers.

AMENDMENTS

2010—Pub. L. 111-148, title I, §1421(e), Mar. 23, 2010, 124
Stat. 242, added item 45R.

2008—Pub. L. 110-343, div. B, title I, §115(c), Oct. 3,
2008, 122 Stat. 3831, which directed amendment of table
of sections for subpart B by adding item 45Q at end, was
executed by adding item 45Q at end of table of sections
for this subpart to reflect the probable intent of Con-
gress.

Pub. L. 110-245, title I, §111(d), June 17, 2008, 122 Stat.
1635, added item 45P.

1Section 41 repealed by Pub. L. 99-514 without corresponding
amendment of subpart analysis.
280 in original. Probably should follow item 45J.
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Pub. L. 110-234, title XV, §§15321(b)(3)(B), 15343(d),
May 22, 2008, 122 Stat. 1513, 1520, and Pub. L. 110-246,
title XV, §§156321(b)(3)(B), 15343(d), June 18, 2008, 122
Stat. 2275, 2282, made identical amendments, inserting
‘“, ete.,” after ‘‘Alcohol” in item 40 and adding item
450. The amendments by Pub. L. 110-234 were repealed
by Pub. L. 110-246, §4(a), June 18, 2008, 122 Stat. 1664.

2006—Pub. L. 109432, div. A, title IV, §405(d), Dec. 20,
2006, 120 Stat. 2958, added item 45N.

2005—Pub. L. 109-58, title XIII, §§1306(c), 1322(a)(3)(L.),
1332(e), 1334(c), 1346(b)(2), Aug. 8, 2005, 119 Stat. 999, 1012,
1026, 1033, 1055, inserted ‘‘and renewable diesel” after
‘“‘Biodiesel” in item 40A and added items 45J to 45M.

2004—Pub. L. 108-357, title II, §245(d), title III,
§§302(c)(3), 339(e), 341(d), title VII, §710(b)(3)(B), Oct. 22,
2004, 118 Stat. 1448, 1466, 1484, 1487, 1556, added items 40A
and 456G to 45I and inserted ¢, etc’ after ‘‘resources’ in
item 45.

Pub. L. 108-311, title IV, §408(b)(7), Oct. 4, 2004, 118
Stat. 1193, amended directory language of Pub. L.
107-16, §619(c)(3). See 2001 Amendment note below.

2001—Pub. L. 107-16, title VI, §619(c)(3), June 7, 2001,
115 Stat. 110, as amended by Pub. L. 108-311, title IV,
§408(b)(7), Oct. 4, 2004, 118 Stat. 1193, added item 45E.

Pub. L. 107-16, title II, §205(b)(2), June 7, 2001, 115
Stat. 53, added item 45F.

2000—Pub. L. 106-554, §1(a)(7) [title I, §121(d)], Dec. 21,
2000, 114 Stat. 2763, 2763A-610, added item 45D.

1996—Pub. L. 104-188, title I, §1205(a)(3)(B), Aug. 20,
1996, 110 Stat. 1775, added item 45C.

1993—Pub. L. 103-66, title XIII, §§13322(e), 13443(c),
Aug. 10, 1993, 107 Stat. 563, 569, added items 45A and 45B.

1992—Pub. L. 102-486, title XIX, §1914(d), Oct. 24, 1992,
106 Stat. 3023, added item 45.

1990—Pub. L. 101-508, title XI, §§11511(c)(1), 11611(d),
Nov. 5, 1990, 104 Stat. 1388-485, 1388-503, added items 43
and 44.

1986—Pub. L. 99-514, title II, §§231(d)(3)(K), 252(d), Oct.
22, 1986, 100 Stat. 2180, 2205, added item 41 relating to
credit for increasing research activities and item 42.

1984—Pub. L. 98-369, div. A, title IV, §471(b), July 18,
1984, 98 Stat. 826, added subpart D heading and analysis
of sections for subpart D, consisting of items 38 (new),
39 (new), 40 (formerly 44E), and 41 (formerly 44G).
Former subpart D was redesignated F.

§ 38. General business credit
(a) Allowance of credit

There shall be allowed as a credit against the
tax imposed by this chapter for the taxable year
an amount equal to the sum of—

(1) the business credit carryforwards carried
to such taxable year,
(2) the amount of the current year business
credit, plus
(3) the business credit carrybacks carried to
such taxable year.
(b) Current year business credit

For purposes of this subpart, the amount of
the current year business credit is the sum of
the following credits determined for the taxable
year:

(1) the investment credit determined under

section 46,

(2) the work opportunity credit determined

under section 51(a),

(3) the alcohol fuels credit determined under

section 40(a),

(4) the research credit determined under sec-

tion 41(a),

(5) the low-income housing credit deter-

mined under section 42(a),

(6) the enhanced oil recovery credit under

section 43(a),

(7) in the case of an eligible small business

(as defined in section 44(b)), the disabled ac-

cess credit determined under section 44(a),
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(8) the renewable electricity production
credit under section 45(a),

(9) the empowerment zone employment cred-
it determined under section 1396(a),

(10) the Indian employment credit as deter-
mined under section 45A(a),

(11) the employer social security credit de-
termined under section 45B(a),

(12) the orphan drug credit determined under
section 45C(a),

(13) the new markets tax credit determined
under section 45D(a),

(14) in the case of an eligible employer (as
defined in section 45E(c)), the small employer
pension plan startup cost credit determined
under section 45E(a),

(15) the employer-provided child care credit
determined under section 45F(a),

(16) the railroad track maintenance credit
determined under section 45G(a),

(17) the biodiesel fuels credit determined
under section 40A(a),

(18) the low sulfur diesel fuel production
credit determined under section 45H(a),

(19) the marginal oil and gas well production
credit determined under section 45I(a),

(20) the distilled spirits credit determined
under section 5011(a),

(21) the advanced nuclear power facility pro-
duction credit determined wunder section
45J(a),

(22) the nonconventional source production
credit determined under section 45K(a),

(23) the new energy efficient home credit de-
termined under section 45Li(a),

(24) the energy efficient appliance credit de-
termined under section 45M(a),

(25) the portion of the alternative motor ve-
hicle credit to which section 30B(g)(1) applies,

(26) the portion of the alternative fuel vehi-
cle refueling property credit to which section
30C(d)(1) applies,

(27) the Hurricane Katrina housing credit de-
termined under section 1400P(b),

(28) the Hurricane Katrina employee reten-
tion credit determined under section 1400R(a),

(29) the Hurricane Rita employee retention
credit determined under section 1400R(b),

(30) the Hurricane Wilma employee retention
credit determined under section 1400R(c),

(31) the mine rescue team training credit de-
termined under section 45N(a),

(32) in the case of an eligible agricultural
business (as defined in section 450(e)), the ag-
ricultural chemicals security credit deter-
mined under section 450(a),

(33) the differential wage payment credit de-
termined under section 45P(a),

(34) the carbon dioxide sequestration credit
determined under section 45Q(a)?l

(35) the portion of the new qualified plug-in
electric drive motor vehicle credit to which
section 30D(c)(1) applies, plus

(36) the small employer health insurance
credit determined under section 45R.

(¢) Limitation based on amount of tax
(1) In general

The credit allowed under subsection (a) for
any taxable year shall not exceed the excess

180 in original. Probably should be followed by a comma.
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(if any) of the taxpayer’s net income tax over
the greater of—
(A) the tentative minimum tax for the tax-
able year, or
(B) 25 percent of so much of the taxpayer’s
net regular tax liability as exceeds $25,000.

For purposes of the preceding sentence, the
term ‘‘net income tax” means the sum of the
regular tax liability and the tax imposed by
section 55, reduced by the credits allowable
under subparts A and B of this part, and the
term ‘‘net regular tax liability’’ means the
regular tax liability reduced by the sum of the
credits allowable under subparts A and B of
this part.

(2) Empowerment zone employment credit may

offset 25 percent of minimum tax
(A) In general

In the case of the empowerment zone em-
ployment credit—

(i) this section and section 39 shall be ap-
plied separately with respect to such cred-
it, and

(ii) for purposes of applying paragraph
(1) to such credit—

(ID) 75 percent of the tentative mini-
mum tax shall be substituted for the ten-
tative minimum tax under subparagraph
(A) thereof, and

(IT) the limitation under paragraph (1)
(as modified by subclause (1)) shall be re-
duced by the credit allowed under sub-
section (a) for the taxable year (other
than the empowerment zone employ-
ment credit, the New York Liberty Zone
business employee credit, the eligible
small business credits, and the specified
credits).

(B) Empowerment zone employment credit

For purposes of this paragraph, the term
‘““empowerment zone employment credit”
means the portion of the credit under sub-
section (a) which is attributable to the cred-
it determined under section 1396 (relating to
empowerment zone employment credit).

(3) Special rules for New York Liberty Zone
business employee credit
(A) In general

In the case of the New York Liberty Zone
business employee credit—

(i) this section and section 39 shall be ap-
plied separately with respect to such cred-
it, and

(ii) in applying paragraph (1) to such
credit—

(I) the tentative minimum tax shall be
treated as being zero, and
(IT) the limitation under paragraph (1)

(as modified by subclause (1)) shall be re-

duced by the credit allowed under sub-

section (a) for the taxable year (other
than the New York Liberty Zone busi-
ness employee credit, the eligible small
business credits, and the specified cred-
its).

(B) New York Liberty Zone business em-
ployee credit

For purposes of this subsection, the term
“New York Liberty Zone business employee
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credit’”” means the portion of work oppor-
tunity credit under section 51 determined
under section 1400L(a).

(4) Special rules for specified credits

(A) In general

In the case of specified credits—

(i) this section and section 39 shall be ap-
plied separately with respect to such cred-
its, and

(ii) in applying paragraph (1) to such
credits—

(I) the tentative minimum tax shall be
treated as being zero, and
(IT) the limitation under paragraph (1)

(as modified by subclause (I)) shall be re-

duced by the credit allowed under sub-

section (a) for the taxable year (other
than the eligible small business credits
and the specified credits).

(B) Specified credits

For purposes of this subsection, the term
‘‘specified credits’ means—

(i) for taxable years beginning after De-
cember 31, 2004, the credit determined
under section 40,

(ii) the credit determined under section
41 for the taxable year with respect to an
eligible small business (as defined in para-
graph (5)(C), after application of rules
similar to the rules of paragraph (5)(D)),

(iii) the credit determined under section
42 to the extent attributable to buildings
placed in service after December 31, 2007,

(iv) the credit determined under section
45 to the extent that such credit is attrib-
utable to electricity or refined coal pro-
duced—

(I) at a facility which is originally
placed in service after the date of the en-
actment of this paragraph, and

(IT) during the 4-year period beginning
on the date that such facility was origi-
nally placed in service,

(v) the credit determined under section
45 to the extent that such credit is attrib-
utable to section 45(e)(10) (relating to In-
dian coal production facilities),

(vi) the credit determined under section
45B,

(vii) the credit determined under section
45G,

(viii) the credit determined under sec-
tion 45R,

(ix) the credit determined under section
46 to the extent that such credit is attrib-
utable to the energy credit determined
under section 48,

(x) the credit determined under section
46 to the extent that such credit is attrib-
utable to the rehabilitation credit under
section 47, but only with respect to quali-
fied rehabilitation expenditures properly
taken into account for periods after De-
cember 31, 2007, and

(xi) the credit determined under section
51.
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(5) Special rules for eligible small business

credits in 2010
(A) In general

In the case of eligible small business cred-
its determined in taxable years beginning in
2010—

(i) this section and section 39 shall be ap-
plied separately with respect to such cred-
its, and

(ii) in applying paragraph (1) to such
credits—

(I) the tentative minimum tax shall be
treated as being zero, and
(IT) the limitation under paragraph (1)

(as modified by subclause (I)) shall be re-

duced by the credit allowed under sub-

section (a) for the taxable year (other
than the eligible small business credits).
(B) Eligible small business credits

For purposes of this subsection, the term
‘‘eligible small business credits’ means the
sum of the credits listed in subsection (b)
which are determined for the taxable year
with respect to an eligible small business.
Such credits shall not be taken into account
under paragraph (2), (3), or (4).

(C) Eligible small business

For purposes of this subsection, the term
‘‘eligible small business’ means, with re-
spect to any taxable year—

(i) a corporation the stock of which is
not publicly traded,

(ii) a partnership, or

(iii) a sole proprietorship,

if the average annual gross receipts of such
corporation, partnership, or sole proprietor-
ship for the 3-taxable-year period preceding
such taxable year does not exceed $50,000,000.
For purposes of applying the test under the
preceding sentence, rules similar to the
rules of paragraphs (2) and (3) of section
448(c) shall apply.
(D) Treatment of partners and S corporation
shareholders

Credits determined with respect to a part-
nership or S corporation shall not be treated
as eligible small business credits by any
partner or shareholder unless such partner
or shareholder meets the gross receipts test
under subparagraph (C) for the taxable year
in which such credits are treated as current
year business credits.

(6) Special rules

(A) Married individuals

In the case of a husband or wife who files
a separate return, the amount specified
under subparagraph (B) of paragraph (1)
shall be $12,500 in lieu of $25,000. This sub-
paragraph shall not apply if the spouse of
the taxpayer has no business credit carry-
forward or carryback to, and has no current
year business credit for, the taxable year of
such spouse which ends within or with the
taxpayer’s taxable year.

(B) Controlled groups

In the case of a controlled group, the
$25,000 amount specified under subparagraph
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(B) of paragraph (1) shall be reduced for each
component member of such group by appor-
tioning $25,000 among the component mem-
bers of such group in such manner as the
Secretary shall by regulations prescribe. For
purposes of the preceding sentence, the term
‘‘controlled group’ has the meaning given to
such term by section 1563(a).

(C) Limitations with respect to certain per-
sons

In the case of a person described in sub-
paragraph (A) or (B) of section 46(e)(1) (as in
effect on the day before the date of the en-
actment of the Revenue Reconciliation Act
of 1990), the $25,000 amount specified under
subparagraph (B) of paragraph (1) shall equal
such person’s ratable share (as determined
under section 46(e)(2) (as so in effect) of such
amount.

(D) Estates and trusts

In the case of an estate or trust, the $25,000
amount specified under subparagraph (B) of
paragraph (1) shall be reduced to an amount
which bears the same ratio to $25,000 as the
portion of the income of the estate or trust
which is not allocated to beneficiaries bears
to the total income of the estate or trust.

(d) Ordering rules

For purposes of any provision of this title
where it is necessary to ascertain the extent to
which the credits determined under any section
referred to in subsection (b) are used in a tax-
able year or as a carryback or carryforward—

(1) In general

The order in which such credits are used
shall be determined on the basis of the order
in which they are listed in subsection (b) as of
the close of the taxable year in which the
credit is used.

(2) Components of investment credit

The order in which the credits listed in sec-
tion 46 are used shall be determined on the
basis of the order in which such credits are
listed in section 46 as of the close of the tax-
able year in which the credit is used.

(Added and amended Pub. L. 98-369, div. A, title
IV, §473, title VI, §612(e)(1), July 18, 1984, 98 Stat.
827, 912; Pub. L. 99-514, title II, §§221(a), 231(d)(1),
3)(B), 252(b), title VII, §701(c)(4), title XI,
§1171(b)(1), (2), Oct. 22, 1986, 100 Stat. 2173, 2178,
2179, 2205, 2341, 2513; Pub. L. 100-647, title I,
§§1002(e)(8)(A), 1007(g2)(2), (8), Nov. 10, 1988, 102
Stat. 3368, 3434, 3435; Pub. L. 101-508, title XI,
§§11511(b)(1), 11611(b)(1), 11813(b)(2), Nov. 5, 1990,
104 Stat. 1388-485, 1388-503, 1388-551; Pub. L.
102-486, title XIX, §1914(b), Oct. 24, 1992, 106 Stat.
3023; Pub. L. 103-66, title XIII, §§13302(a)(1),
(c)(1), 13322(a), 13443(b)(1), Aug. 10, 1993, 107 Stat.
555, 559, 569; Pub. L. 104-188, title I, §§1201(e)(1),
1205(a)(2), 1702(e)(4), Aug. 20, 1996, 110 Stat. 1772,
1775, 1870; Pub. L. 106-554, §1(a)(7) [title I,
§121(b)(1)], Dec. 21, 2000, 114 Stat. 2763, 2763A-609;
Pub. L. 107-16, title II, §205(b)(1), title VI,
§619(b), June 7, 2001, 115 Stat. 53, 110; Pub. L.
107-147, title III, §301(b)(1), (2), title IV,
§411(d)(2), Mar. 9, 2002, 116 Stat. 39, 46; Pub. L.
108-357, title II, §245(c)(1), title III, §§302(b),
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339(b), 341(b), title VII, §711(a), (b), Oct. 22, 2004,
118 Stat. 1448, 1465, 1484, 1487, 1557, 1558; Pub. L.
109-58, title XIII, §§1306(b), 1322(a)(2), 1332(b),
1334(b), 1341(b)(1), 1342(b)(1), Aug. 8, 2005, 119
Stat. 999, 1011, 1026, 1033, 1049, 1051; Pub. L.
109-59, title XI, §§11126(b), 11151(d)(1), Aug. 10,
2005, 119 Stat. 1958, 1968; Pub. L. 109-135, title I,
§103(b)(1), title II, §201(b)(1), title IV, §412(f),
Dec. 21, 2005, 119 Stat. 2595, 2607, 2637; Pub. L.
109-432, div. A, title IV, §405(b), Dec. 20, 2006, 120
Stat. 2957; Pub. L. 110-28, title VIII, §8214(a),
May 25, 2007, 121 Stat. 193; Pub. L. 110-172,
§11(a)(6), Dec. 29, 2007, 121 Stat. 2485; Pub. L.
110-234, title XV, §156343(b), May 22, 2008, 122 Stat.
1519; Pub. L. 110-245, title I, §111(b), June 17, 2008,
122 Stat. 1635; Pub. L. 110-246, §4(a), title XV,
§156343(b), June 18, 2008, 122 Stat. 1664, 2281; Pub.
L. 110-289, div. C, title I, §3022(b), (¢), July 30,
2008, 122 Stat. 2894; Pub. L. 110-343, div. B, title
I, §§103(b), 115(b), title II, §205(c), div. C, title III,
§316(b), Oct. 3, 2008, 122 Stat. 3811, 3831, 3838, 3872;
Pub. L. 111-5, div. B, title I, §1141(b)(2), Feb. 17,
2009, 123 Stat. 328; Pub. L. 111-148, title I,
§1421(b), (c), Mar. 23, 2010, 124 Stat. 241, 242; Pub.
L. 111-240, title II, §2013(a), (c), Sept. 27, 2010, 124
Stat. 2565; Pub. L. 113-295, div. A, title II,
§§209(H)(1), 220(b), 221(a)(2)(B), (6), Dec. 19, 2014,
128 Stat. 4028, 4035, 4037, 4038; Pub. L. 114-113, div.
Q, title I, §§121(b), 186(d)(1), Dec. 18, 2015, 129
Stat. 3049, 3074.)

REFERENCES IN TEXT

The date of the enactment of this paragraph, referred
to in subsec. (¢)(4)(B)(iv)(I), is the date of enactment of
Pub. L. 108-357, which was approved Oct. 22, 2004.

The date of the enactment of the Revenue Reconcili-
ation Act of 1990, referred to in subsec. (¢)(6)(C), is the
date of enactment of Pub. L. 101-508, which was ap-
proved Nov. 5, 1990.

CODIFICATION

Pub. L. 110-234 and Pub. L. 110-246 made identical
amendments to this section. The amendments by Pub.
L. 110-234 were repealed by section 4(a) of Pub. L.
110-246.

PRIOR PROVISIONS

A prior section 38, added Pub. L. 87-834, §2(a), Oct. 16,
1962, 76 Stat. 962; amended Pub. L. 94-455, title XIX,
§1906(b)(13)(A), Oct. 4, 1976, 90 Stat. 1834, related to in-
vestment in certain depreciable property, prior to re-
peal by Pub. L. 98-369, div. A, title IV, §474(m)(1), July
18, 1984, 98 Stat. 833.

Another prior section 38 was renumbered section 37 of
this title.

AMENDMENTS

2015—Subsec. (c)(9)(B)(di) to (iv). Pub. L. 114-113,
§121(b), added cl. (ii) and redesignated former cls. (ii)
and (iii) as (iii) and (iv), respectively. Former cl. (iv)
redesignated (v).

Subsec. (¢)(H)(B)(v) to (x). Pub. L. 114-113, §186(d)(1),
added cl. (v) and redesignated former cls. (v) to (ix) as
(vi) to (%), respectively. Former cl. (x) redesignated (xi).

Pub. L. 114-113, §121(b), redesignated cls. (iv) to (ix) as
(v) to (x), respectively.

Subsec. (c)(9)(B)(xi). Pub. L. 114-113, §186(d)(1), redes-
ignated cl. (x) as (xi).

2014—Subsec. (b)(35) to (37). Pub. L. 113-295,
§221(a)(2)(B), inserted ‘‘plus’ at end of par. (35), redesig-
nated par. (37) as (36), and struck out former par. (36)
which read as follows: ‘‘the portion of the qualified
plug-in electric vehicle credit to which section 30(c)(1)
applies, plus’.

Pub. L. 113-295, §209(f)(1), struck out ‘‘plus’ at end of
par. (35), added par. (36), and redesignated former par.
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(36) as (37). Amendment was executed to subsec. (b) as
it appeared after amendment by Pub. L. 111-148,
§1421(b), to reflect the probable intent of Congress, de-
spite amendment being effective as if included in the
enactment of Pub. L. 111-5. See 2010 Amendment and
Effective Date of 2014 Amendment notes below.

Subsec. (c)(2)(A). Pub. L. 113-295, §220(b), substituted
“‘credit” for ‘‘credit credit’ in introductory provisions.

Subsec. (d)(3). Pub. L. 113-295, §221(a)(6), struck out
par. (3) which related to ordering of credits no longer
listed.

2010—Subsec. (b)(36). Pub. L. 111-148, §1421(b), added
par. (36).

Subsec. (¢)(2)(A)({i1)AD). Pub. L. 111-240, §2013(c)(1), in-
serted ‘‘the eligible small business credits,” after ‘‘the
New York Liberty Zone business employee credit,”.

Subsec. (¢)(3)(A)({i)AD). Pub. L. 111-240, §2013(c)(2), in-
serted ¢, the eligible small business credits,” after
‘““the New York Liberty Zone business employee cred-
it”.

Subsec. (¢)(4)(A)({1)AD). Pub. L. 111-240, §2013(c)(3), in-
serted ‘‘the eligible small business credits and’’ before
‘‘the specified credits’’.

Subsec. (¢)(4)(B)(vi) to (ix). Pub. L. 111-148, §1421(c),
added cl. (vi) and redesignated former cls. (vi) to (viii)
as (vii) to (ix), respectively.

Subsec. (¢)(5), (6). Pub. L. 111-240, §2013(a), added par.
(5) and redesignated former par. (5) as (6).

2009—Subsec. (b)(35). Pub. L. 111-5
£30D(c)(1)” for 30D(d)(1)”’.

2008—Subsec. (b)(32). Pub. L. 110-246, §15343(b), added
par. (32).

Subsec. (b)(33). Pub. L. 110-245 added par. (33).

Subsec. (b)(34). Pub. L. 110-343, §115(b), added par. (34).

Subsec. (b)(35). Pub. L. 110-343, §205(c), added par. (35).

Subsec. (c)(9)(B)(i) to (iv). Pub. L. 110-289, §3022(b),
added cl. (ii) and redesignated former cls. (ii) and (iii)
as (iii) and (iv), respectively. Former cl. (iv) redesig-
nated (v).

Subsec. (¢)(H)(B)(v). Pub. L. 110-343, §316(b)(2), added
cl. (v). Former cl. (v) redesignated (vi).

Pub. L. 110-343, §103(b)(1), added cl. (v). Former cl. (v)
redesignated (vi).

Pub. L. 110-289, §3022(c), added cl. (v). Former cl. (v)
redesignated (vi).

Pub. L. 110-289, §3022(b), redesignated cl. (iv) as (V).

Subsec. (¢)(4)(B)(vi). Pub. L. 110-343, §316(b)(1), redes-
ignated cl. (v) as (vi). Former cl. (vi) redesignated (vii).

Pub. L. 110-343, §103(b)(2), substituted ‘‘section 46 to
the extent that such credit is attributable to the reha-
bilitation credit under section 47, but only with respect
to”’ for ‘‘section 47 to the extent attributable to”.

Pub. L. 110-343, §103(b)(1), which directed amendment
of subpar. (B) by ‘‘redesignating clause (vi) as clause
(vi) and (vii), respectively’’, was executed by redesig-
nating cls. (v) and (vi) as (vi) and (vii), respectively, to
reflect the probable intent of Congress.

Pub. L. 110-289, §3022(c), redesignated cl. (v) as (vi).

Subsec. (¢)(4)(B)(vii). Pub. L. 110-343, §316(b)(1), redes-
ignated cl. (vi) as (vii). Former cl. (vii) redesignated
(viii).

Pub. L. 110-343, §103(b)(1), which directed amendment
of subpar. (B) by ‘‘redesignating clause (vi) as clause
(vi) and (vii), respectively’’, was executed by redesig-
nating cls. (v) and (vi) as (vi) and (vii), respectively, to
reflect the probable intent of Congress.

Subsec. (c)(4)(B)(viii). Pub. L. 110-343, §316(b)(1), re-
designated cl. (vii) as (viii).

2007—Subsec. (b)(8), (24). Pub. L. 110-172, §11(a)(6)(A),
struck out ‘“‘and’ at end.

Subsec. (b)(30). Pub. L. 110-172, §11(a)(6)(C), inserted
“plus’ at end.

Pub. L. 110-172, §11(a)(6)(B), struck out ‘“‘plus’ at end.

Subsec. (¢)(4)(B)(iii), (iv). Pub. L. 110-28 added cls. (iii)
and (iv).

2006—Subsec. (b)(29) to (31). Pub. L. 109-432 struck out
“and’ at end of par. (29), substituted ‘¢, plus’ for period
at end of par. (30), and added par. (31).

2005—Subsec. (b)(20). Pub. L. 109-59, §11126(b), added
par. (20).

substituted
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Subsec. (b)(21). Pub. L. 109-58, §1306(b), as amended by
Pub. L. 109-59, §11151(d)(1), added par. (21).

Subsec. (b)(22). Pub. L. 109-58, §1322(a)(2), added par.
(22).

Subsec. (b)(23). Pub. L. 109-58, §1332(b), added par. (23).

Subsec. (b)(24). Pub. L. 109-58, §1342(b)(1), which di-
rected the striking out of ‘“‘plus” at end, could not be
executed because ‘‘plus’ did not appear at end.

Pub. L. 109-58, §1334(b), added par. (24).

Subsec. (b)(25). Pub. L. 109-58, §1341(b)(1), added par.

(25).

Subsec. (b)(26). Pub. L. 109-58, §1342(b)(1), added par.
(26).

Subsec. (b)(27). Pub. L. 109-135, §103(b)(1), added par.
27).

Subsec. (b)(28) to (30). Pub. L. 109-135, §201(b)(1), added
pars. (28) to (30).

Subsec. (¢)(2)(A)(i1)(II). Pub. L. 109-135, §412(f)(1), sub-
stituted *‘, the New York Liberty Zone business em-
ployee credit, and the specified credits’” for ‘‘or the
New York Liberty Zone business employee credit or the
specified credits’’.

Subsec. (¢)(3)(A)(Ai)(ID). Pub. L. 109-135, §412(f)(2), sub-
stituted ‘‘and the specified credits’ for ‘‘or the speci-
fied credits’.

Subsec. (c)(9)(B). Pub. L. 109-135, §412(f)(3), sub-
stituted ‘“‘means’ for ‘‘includes’ in introductory provi-
sions and inserted ‘‘and” at end of cl. (i).

2004—Subsec. (b)(16). Pub. L. 108-357, §245(c)(1), added
par. (16).

Subsec. (b)(17). Pub. L. 108-357, §302(b), added par. (17).

Subsec. (b)(18). Pub. L. 108-357, §339(b), added par. (18).

Subsec. (b)(19). Pub. L. 108-357, §341(b), added par. (19).

Subsec. (¢)(2)(A)A1H)AD), (3)(A)({i)AD). Pub. L. 108-357,
§711(b), inserted ‘‘or the specified credits” after ‘‘em-
ployee credit’.

Subsec. (¢)(4), (5). Pub. L. 108-357, §711(a), added par.
(4) and redesignated former par. (4) as (5).

2002—Subsec. (b)(15). Pub. L. 107-147, §411(d)(2), sub-
stituted ‘‘45F(a)’’ for ‘‘45F”’.

Subsec. (¢)(2)(A)(i1)IAI). Pub. L. 107-147, §301(b)(2), in-
serted ‘‘or the New York Liberty Zone business em-
ployee credit’’ after ‘‘employment credit’’.

Subsec. (c)(3), (4). Pub. L. 107-147, §301(b)(1), added
par. (3) and redesignated former par. (3) as (4).

2001—Subsec. (b)(12). Pub. L. 107-16, §619(b), struck
out ‘“‘plus’ at end.

Subsec. (b)(13). Pub. L. 107-16, §619(b),
¢, plus” for period at end.

Pub. L. 107-16, §205(b)(1), struck out ‘“‘plus’ at end.

Subsec. (b)(14). Pub. L. 107-16, §619(b), added par. (14).

Pub. L. 107-16, §205(b)(1), substituted ‘‘, plus’ for pe-
riod at end.

Subsec. (b)(15). Pub. L. 107-16, §205(b)(1), added par.
(15).

2000—Subsec. (b)(13). Pub. L. 106-554 added par. (13).

1996—Subsec. (b)(2). Pub. L. 104-188, §1201(e)(1), sub-
stituted ‘“‘work opportunity credit’” for ‘‘targeted jobs
credit”’.

Subsec. (b)(12). Pub. L. 104-188, §1205(a)(2), added par.
12).

Subsec. (¢)(2)(C). Pub. L. 104-188, §1702(e)(4), amended
subpar. (C), as in effect on day before date of enactment
of the Revenue Reconciliation Act of 1990 (title XI of
Pub. L. 101-508, approved Nov. 5, 1990), by inserting be-
fore period at end of first sentence ‘‘and without regard
to the deduction under section 56(h)”’.

1993—Subsec. (b)(7). Pub. L. 103-66, §13302(a)(1), struck
out ‘“‘plus’ at end.

Subsec. (b)(8). Pub. L. 103-66, §13322(a), which directed
amendment of par. (8) by striking ‘‘plus’ at end, could
not be executed because ‘‘plus’ did not appear at end.

Pub. L. 103-66, §13302(a)(1), substituted ‘‘, and” for pe-
riod at end.

Subsec. (b)(9). Pub. L. 103-66, §13443(b)(1), struck out
“plus’ at end.

Pub. L. 103-66, §13322(a), substituted ¢, plus’ for pe-
riod at end.

Pub. L. 103-66, §13302(a)(1), added par. (9).

Subsec. (b)(10). Pub. L. 103-66, § 13443(b)(1), substituted
‘“, plus” for period at end.

substituted
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Pub. L. 103-66, §13322(a), added par. (10).

Subsec. (b)(11). Pub. L. 103-66, §13443(b)(1), added par.
D).

Subsec. (¢)(2), (3). Pub. L. 103-66, §13302(c)(1), added
par. (2) and redesignated former par. (2) as (3).

1992—Subsec. (b)(6) to (8). Pub. L. 102-486 struck out
“plus’ at end of par. (6), substituted ¢‘; plus’ for period
at end of par. (7), and added par. (8).

1990—Subsec. (b)(1). Pub. L. 101-508, §11813(b)(2)(A),
substituted ‘‘section 46"’ for ‘‘section 46(a)”’.

Subsec. (b)(4). Pub. L. 101-508, §11511(b)(1), struck out
“plus’ at end.

Subsec. (b)(5). Pub. L. 101-508, §11611(b)(1), struck out
“plus’ at end.

Pub. L. 101-508, §11511(b)(1), substituted ‘‘, plus’ for
period at end.

Subsec. (b)(6). Pub. L. 101-508, §11611(b)(1), substituted
¢, plus” for period at end.

Pub. L. 101-508, §11511(b)(1), added par. (6).

Subsec. (b)(7). Pub. L. 101-508, §11611(b)(1), added par.
(.

Subsec. (¢)(2). Pub. L. 101-508, §11813(b)(2)(B), redesig-
nated par. (3) as (2) and struck out former par. (2) which
permitted an offset of regular investment tax credit
against 25 percent of minimum tax.

Subsec. (¢)(2)(C). Pub. L. 101-508, §11813(b)(2)(C), in-
serted ‘‘(as in effect on the day before the date of the
enactment of the Revenue Reconciliation Act of 1990)"’
after ‘“46(e)(1)” and ‘‘(as so in effect)’” after ‘“46(e)(2)”.

Subsec. (¢)(3). Pub. L. 101-508, §11813(b)(2)(B), redesig-
nated par. (3) as (2).

Subsec. (d). Pub. L. 101-508, §11813(b)(2)(D)(i), sub-
stituted ‘“‘any provision” for ‘‘sections 46(f), 47(a),
196(a), and any other provision’ in introductory provi-
sions.

Subsec. (d)(2). Pub. L. 101-508, §11813(b)(2)(D)(ii),
amended par. (2) generally. Prior to amendment, par.
(2) read as follows: ‘“The order in which credits attrib-
utable to a percentage referred to in section 46(a) are
used shall be determined on the basis of the order in
which such percentages are listed in section 46(a) as of
the close of the taxable year in which the credit is
used.”

Subsec. (d)(3)(B). Pub. L. 101-508, §11813(b)(2)(D)(iii),
amended subpar. (B) generally. Prior to amendment,
subpar. (B) read as follows: ‘‘the employee plan per-
centage (as defined in section 46(a)(2)(E), as in effect on
the day before the date of the enactment of the Tax Re-
form Act of 1984) shall be treated as referred to after
section 46(a)(2).”

1988—Subsec. (¢). Pub. L. 100-647, §1007(g)(2), amended
pars. (1) to (3) generally, substituting pars. (1) and (2)
for former pars. (1) to (3), redesignating former par. (4)
as (3), and substituting ‘‘subparagraph (B) of paragraph
(1) for ‘‘subparagraphs (A) and (B) of paragraph (1)’ in
subpars. (A), (B), (C), and (D).

Pub. L. 100-647, §1007(g)(8), made technical correction
to directory language of Pub. L. 99-514, §701(c)(4), see
1986 Amendment note below.

Subsec. (d). Pub. L. 100-647, §1002(e)(8)(A), substituted
“Ordering rules” for ‘‘Special rules for certain regu-
lated companies’ in heading and amended text gener-
ally. Prior to amendment, text read as follows: ‘“In the
case of any taxpayer to which section 46(f) applies, for
purposes of sections 46(f), 47(a), and 196(a) and any
other provision of this title where it is necessary to as-
certain the extent to which the credits determined
under section 40(a), 41(a), 42(a), 46(a), or b5l(a) are used
in a taxable year or as a carryback or carryforward, the
order in which such credits are used shall be deter-
mined on the basis of the order in which they are listed
in subsection (b).”

1986—Subsec. (b)(4). Pub. L. 99-514, §231(d)(1), added
par. (4).

Pub. L. 99-514, §1171(b)(1), struck out former par. (4)
which read as follows: ‘‘the employee stock ownership
credit determined under section 41(a)’’.

Subsec. (b)(5). Pub. L. 99-514, §252(b)(1), added par. (5).

Subsec. (¢c). Pub. L. 99-514, §701(c)(4), as amended by
Pub. L. 100-647, §1007(g)(8), added pars. (1) to (3), redes-
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ignated former par. (3) as (4), and struck out former
par. (1) “In general” which provided: ‘“The credit al-
lowed under subsection (a) for any taxable year shall
not exceed the sum of—
““(A) so much of the taxpayer’s net tax liability for
the taxable year as does not exceed $25,000, plus
‘“(B) 75 percent of so much of the taxpayer’s net tax
liability for the taxable year as exceeds $25,000.”
and former par. (2) ‘“Net tax liability’’, which provided:
‘“‘For purposes of paragraph (1), the term ‘net tax liabil-
ity’ means the tax liability (as defined in section 26(b)),
reduced by the sum of the credits allowable under sub-
parts A and B of this part.”
Subsec. (¢c)(1)(B). Pub. L. 99-514, §221(a), substituted
‘75 percent’’ for ‘‘85 percent’’.
Subsec. (d). Pub. L. 99-514,
“42(a),”.
Pub. L. 99-514, §1171(b)(2), substituted ‘‘and 196(a)’’ for

§252(b)(2), inserted

““196(a), and 404(i)” and struck out ‘41(a),” after
“40(a)”’.

Pub. L. 99-514, §231(d)(3)(B), inserted ‘41(a),” after
““40(a),”.

1984—Subsec. (¢)(2). Pub. L. 98-369, §612(e)(1), sub-

stituted ‘‘section 26(b)”’ for ‘‘section 25(b)”’.
EFFECTIVE DATE OF 2015 AMENDMENT

Pub. L. 114-113, div. Q, title I, §121(d), Dec. 18, 2015, 129
Stat. 3052, provided that:

‘(1) EXTENSION.—The amendments made by sub-
section (a) [amending sections 41 and 45C of this title]
shall apply to shall apply to [sic] amounts paid or in-
curred after December 31, 2014.

¢“(2) CREDIT ALLOWED AGAINST ALTERNATIVE MINIMUM
TAX IN CASE OF ELIGIBLE SMALL BUSINESS.—The amend-
ments made by subsection (b) [amending this section]
shall apply to credits determined for taxable years be-
ginning after December 31, 2015.

“(3) TREATMENT OF RESEARCH CREDIT FOR CERTAIN
STARTUP COMPANIES.—The amendments made by sub-
section (¢) [amending sections 41 and 3111 of this title]
shall apply to taxable years beginning after December
31, 2015.”

Pub. L. 114-113, div. Q, title I, §186(e)(3), Dec. 18, 2015,
129 Stat. 3074, provided that: ‘‘The amendments made
by subsection (d) [amending this section and section 45
of this title] shall apply to credits determined for tax-
able years beginning after December 31, 2015.”

EFFECTIVE DATE OF 2014 AMENDMENT

Amendment by section 209(f)(1) of Pub. L. 113-295 ef-
fective as if included in the provisions of the American
Recovery and Reinvestment Tax Act of 2009, Pub. L.
111-5, div. B, title I, to which such amendment relates,
see section 209(k) of Pub. L. 113-295, set out as a note
under section 24 of this title.

Amendment by section 221(a)(2)(B), (6) of Pub. L.
113-295 effective Dec. 19, 2014, subject to a savings provi-
sion, see section 221(b) of Pub. L. 113-295, set out as a
note under section 1 of this title.

EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-240, title II, §2013(d), Sept. 27, 2010, 124
Stat. 256566, provided that: ‘“The amendments made by
subsection (a) [amending this section] shall apply to
credits determined in taxable years beginning after De-
cember 31, 2009, and to carrybacks of such credits.”’

Pub. L. 111-148, title I, §1421(f), title X, §10105(e)(4),
Mar. 23, 2010, 124 Stat. 242, 907, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [enacting section 456R of this title and amending
this section and sections 196 and 280C of this title] shall
apply to amounts paid or incurred in taxable years be-
ginning after December 31, 2009.

‘“(2) MINIMUM TAX.—The amendments made by sub-
section (c) [amending this section] shall apply to cred-
its determined under section 45R of the Internal Reve-
nue Code of 1986 in taxable years beginning after De-
cember 31, 2009, and to carrybacks of such credits.”’

EFFECTIVE DATE OF 2009 AMENDMENT

Amendment by Pub. L. 111-5 applicable to vehicles
acquired after Dec. 31, 2009, see section 1141(c) of Pub.
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L. 111-5, set out as a note under section 30B of this
title.

EFFECTIVE DATE OF 2008 AMENDMENT

Amendment by section 103(b) of Pub. L. 110-343 appli-
cable to credits determined under section 46 of this
title in taxable years beginning after Oct. 3, 2008, and
to carrybacks of such credits, see section 103(f)(1), (2) of
Pub. L. 110-343, set out as a note under section 48 of
this title.

Pub. L. 110-343, div. B, title I, §115(d), Oct. 3, 2008, 122
Stat. 3831, provided that: ‘“The amendments made by
this section [enacting section 45Q of this title and
amending this section] shall apply to carbon dioxide
captured after the date of the enactment of this Act
[Oct. 3, 2008].”

Amendment by section 205(c) of Pub. L. 110-343 appli-
cable to taxable years beginning after Dec. 31, 2008, see
section 205(e) of Pub. L. 110-343, set out as an Effective
and Termination Dates of 2008 Amendment note under
section 24 of this title.

Pub. L. 110-343, div. C, title III, §316(c)(2), Oct. 3, 2008,
122 Stat. 3873, provided that: ‘“The amendments made
by subsection (b) [amending this section] shall apply to
credits determined under section 45G of the Internal
Revenue Code of 1986 in taxable years beginning after
December 31, 2007, and to carrybacks of such credits.”

Pub. L. 110-289, div. C, title I, §3022(d)(2), (3), July 30,
2008, 122 Stat. 2894, provided that:

‘“(2) LOW INCOME HOUSING CREDIT.—The amendments
made by subsection (b) [amending this section] shall
apply to credits determined under section 42 of the In-
ternal Revenue Code of 1986 to the extent attributable
to buildings placed in service after December 31, 2007.

‘(3) REHABILITATION CREDIT.—The amendments made
by subsection (¢) [amending this section] shall apply to
credits determined under section 47 of the Internal Rev-
enue Code of 1986 to the extent attributable to qualified
rehabilitation expenditures properly taken into ac-
count for periods after December 31, 2007.”’

Pub. L. 110-245, title I, §111(e), June 17, 2008, 122 Stat.
1635, provided that: ‘“The amendments made by this
section [enacting section 45P of this title and amending
this section and section 280C of this title] shall apply to
amounts paid after the date of the enactment of this
Act [June 17, 2008].”

Amendment of this section and repeal of Pub. L.
110-234 by Pub. L. 110-246 effective May 22, 2008, the
date of enactment of Pub. L. 110-234, except as other-
wise provided, see section 4 of Pub. L. 110-246, set out
as an Effective Date note under section 8701 of Title 7,
Agriculture.

Pub. L. 110-234, title XV, §156343(e), May 22, 2008, 122
Stat. 1520, and Pub. L. 110-246, §4(a), title XV, §15343(e),
June 18, 2008, 122 Stat. 1664, 2282, provided that: ‘“The
amendments made by this section [enacting section 450
of this title and amending this section and section 280C
of this title] shall apply to amounts paid or incurred
after the date of the enactment of this Act [June 18,
2008].”

[Pub. L. 110-234 and Pub. L. 110-246 enacted identical
provisions. Pub. L. 110-234 was repealed by section 4(a)
of Pub. L. 110-246, set out as a note under section 8701
of Title 7, Agriculture.]

EFFECTIVE DATE OF 2007 AMENDMENT

Pub. L. 110-28, title VIII, §8214(b), May 25, 2007, 121
Stat. 193, provided that: ‘“The amendments made by
this section [amending this section] shall apply to cred-
its determined under sections 45B and 51 of the Internal
Revenue Code of 1986 in taxable years beginning after
December 31, 2006, and to carrybacks of such credits.”

EFFECTIVE DATE OF 2006 AMENDMENT

Pub. L. 109-432, div. A, title IV, §405(e), Dec. 20, 2006,
120 Stat. 2958, provided that: ‘‘The amendments made
by this section [enacting section 45N of this title and
amending this section and section 280C of this title]
shall apply to taxable years beginning after December
31, 2005.”

TITLE 26—INTERNAL REVENUE CODE

§38

EFFECTIVE DATE OF 2005 AMENDMENT

Pub. L. 109-59, title XI, §11126(d), Aug. 10, 2005, 119
Stat. 1958, provided that: ‘“The amendments made by
this section [enacting section 5011 of this title and
amending this section] shall apply to taxable years be-
ginning after September 30, 2005.”"

Pub. L. 109-59, title XI, §11151(d)(2), Aug. 10, 2005, 119
Stat. 1968, provided that: ‘“If the Energy Policy Act of
2005 [Pub. L. 109-58, see Tables for classification] is en-
acted before the date of the enactment of this Act
[Aug. 10, 2005], for purposes of executing any amend-
ments made by the Energy Policy Act of 2005 to section
38(b) of the Internal Revenue Code of 1986, the amend-
ments made by section 11126(b) of this Act [amending
this section] shall be treated as having been executed
before such amendments made by the Energy Policy
Act of 2005.”

Pub. L. 109-59, title XI, §11151(f)(3), Aug. 10, 2005, 119
Stat. 1969, provided that: ‘“The amendments made by
subsections (d)(1) and (e)(2) [amending this section and
sections 4041 and 6426 of this title] shall take effect as
if included in the provision of the Energy Tax Incen-
tives Act of 2005 [Pub. L. 109-58, title XIII] to which
they relate.”

Pub. L. 109-58, title XIII, §1306(d), Aug. 8, 2005, 119
Stat. 999, provided that: ‘“The amendments made by
this section [enacting section 45J of this title and
amending this section] shall apply to production in tax-
able years beginning after the date of the enactment of
this Act [Aug. 8, 2005].”

Amendment by section 1322(a)(2) of Pub. L. 109-58 ap-
plicable to credits determined under the Internal Reve-
nue Code of 1986 for taxable years ending after Dec. 31,
2005, see section 1322(c)(1) of Pub. L. 109-58, set out as
a note under section 45K of this title.

Pub. L. 109-58, title XIII, §1332(f), Aug. 8, 2005, 119
Stat. 1026, provided that: “The amendments made by
this section [enacting section 45L. of this title and
amending this section and sections 196 and 1016 of this
title] shall apply to qualified new energy efficient
homes acquired after December 31, 2005, in taxable
years ending after such date.”

Pub. L. 109-58, title XIII, §1334(d), Aug. 8, 2005, 119
Stat. 1033, provided that: ‘“The amendments made by
this section [enacting section 456M of this title and
amending this section] shall apply to appliances pro-
duced after December 31, 2005.”

Amendment by section 1341(b)(1) of Pub. L. 109-58 ap-
plicable to property placed in service after Dec. 31, 2005,
in taxable years ending after such date, see section
1341(c) of Pub. L. 109-58, set out as an Effective Date
note under section 30B of this title.

Amendment by section 1342(b)(1) of Pub. L. 109-58 ap-
plicable to property placed in service after Dec. 31, 2005,
in taxable years ending after such date, see section
1342(c) of Pub. L. 109-58, set out as an Effective Date
note under section 30C of this title.

EFFECTIVE DATE OF 2004 AMENDMENT

Pub. L. 108-357, title II, §245(e), Oct. 22, 2004, 118 Stat.
1448, provided that: ‘“The amendments made by this
section [enacting section 456G of this title and amending
this section and sections 39 and 1016 of this title] shall
apply to taxable years beginning after December 31,
2004.”

Pub. L. 108-357, title III, §302(d), Oct. 22, 2004, 118 Stat.
1466, provided that: ‘“The amendments made by this
section [enacting section 40A of this title and amending
this section and sections 87 and 196 of this title] shall
apply to fuel produced, and sold or used, after Decem-
ber 31, 2004, in taxable years ending after such date.”

Pub. L. 108-357, title III, §339(f), Oct. 22, 2004, 118 Stat.
1485, provided that: ‘“The amendments made by this
section [enacting section 45H of this title and amending
this section and sections 196, 280C, and 1016 of this title]
shall apply to expenses paid or incurred after December
31, 2002, in taxable years ending after such date.”

Pub. L. 108-357, title III, §341(e), Oct. 22, 2004, 118 Stat.
1487, provided that: ‘“The amendments made by this
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section [enacting section 451 of this title and amending
this section and section 39 of this title] shall apply to
production in taxable years beginning after December
31, 2004.”

Pub. L. 108-357, title VII, §711(c), Oct. 22, 2004, 118
Stat. 1558, provided that: ‘“‘Except as otherwise pro-
vided, the amendments made by this section [amending
this section] shall apply to taxable years ending after
the date of the enactment of this Act [Oct. 22, 2004].”

EFFECTIVE DATE OF 2002 AMENDMENT

Pub. L. 107-147, title III, §301(b)(3), Mar. 9, 2002, 116
Stat. 40, provided that: “The amendments made by this
subsection [amending this section] shall apply to tax-
able years ending after December 31, 2001.”

Amendment by section 411(d)(2) of Pub. L. 107-147 ef-
fective as if included in the provisions of the Economic
Growth and Tax Relief Reconciliation Act of 2001, Pub.
L. 107-16, to which such amendment relates, see section
411(x) of Pub. L. 107-147, set out as a note under section
25B of this title.

EFFECTIVE DATE OF 2001 AMENDMENT

Pub. L. 107-16, title II, §205(c), June 7, 2001, 115 Stat.
53, provided that: ‘“The amendments made by this sec-
tion [enacting section 45F of this title and amending
this section and section 1016 of this title] shall apply to
taxable years beginning after December 31, 2001.”

Pub. L. 107-16, title VI, §619(d), June 7, 2001, 115 Stat.
110, as amended by Pub. L. 107-147, title IV, §411(n)(2),
Mar. 9, 2002, 116 Stat. 48, provided that: ‘“The amend-
ments made by this section [enacting section 45E of
this title and amending this section and sections 39 and
196 of this title] shall apply to costs paid or incurred in
taxable years beginning after December 31, 2001, with
respect to qualified employer plans first effective after
such date.”

EFFECTIVE DATE OF 2000 AMENDMENT

Pub. L. 106-5564, §1(a)(7) [title I, §121(e)], Dec. 21, 2000,
114 Stat. 2763, 2763A-610, provided that: ‘“The amend-
ments made by this section [enacting section 45D of
this title, amending this section and sections 39 and 196
of this title, and enacting provisions set out as notes
under section 45D of this title] shall apply to invest-
ments made after December 31, 2000.”’

EFFECTIVE DATE OF 1996 AMENDMENT

Pub. L. 104-188, title I, §1201(g), Aug. 20, 1996, 110 Stat.
1772, provided that: ‘“The amendments made by this
section [amending this section and sections 41, 45A, 51,
196, and 1396 of this title] shall apply to individuals who
begin work for the employer after September 30, 1996.”

Amendment by section 1205(a)(2) of Pub. L. 104-188 ap-
plicable to amounts paid or incurred in taxable years
ending after June 30, 1996, see section 1205(e) of Pub. L.
104-188, set out as a note under section 45K of this title.

Pub. L. 104-188, title I, §1702(i), Aug. 20, 1996, 110 Stat.
1875, provided that: ‘“‘Except as otherwise expressly pro-
vided, any amendment made by this section [amending
this section, sections 50, 56, 59, 143, 151, 168, 172, 179, 243,
280F, 341, 424, 460, 613A, 805, 832, 861, 897, 1248, 1250, 1367,
1504, 2701, 2702, 2704, 4093, 4975, 5041, 5061, 5354, 6038A,
6302, 6416, 6427, 6501, 6503, 6621, 6724, and 7012 of this title,
and provisions set out as a note under section 42 of this
title] shall take effect as if included in the provision of
the Revenue Reconciliation Act of 1990 [Pub. L. 101-508,
title XI] to which such amendment relates.”

EFFECTIVE DATE OF 1993 AMENDMENT

Pub. L. 103-66, title XIII, §13303, Aug. 10, 1993, 107
Stat. 556, provided that: ‘“The amendments made by
this part [part I (§§13301-13303) of subchapter C of chap-
ter 1 of title XIII of Pub. L. 103-66, enacting sections
1391 to 1394 and 1396 to 1397D of this title and amending
this section and sections 39, 51, 196, 280C, and 381 of this
title] shall take effect on the date of the enactment of
this Act [Aug. 10, 1993].”

Pub. L. 103-66, title XIII, §13322(f), Aug. 10, 1993, 107
Stat. 563, provided that: ‘“The amendments made by
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this section [enacting section 45A of this title and
amending this section and sections 39, 196, and 280C of
this title] shall apply to wages paid or incurred after
December 31, 1993.”"

Pub. L. 103-66, title XIII, §13443(d), Aug. 10, 1993, 107
Stat. 569, as amended by Pub. L. 104-188, title I,
§1112(a)(2), Aug. 20, 1996, 110 Stat. 1759, provided that:
“The amendments made by this section [enacting sec-
tion 45B of this title and amending this section and sec-
tion 39 of this title] shall apply with respect to taxes
paid after December 31, 1993, with respect to services
performed before, on, or after such date.”

EFFECTIVE DATE OF 1992 AMENDMENT

Pub. L. 102-486, title XIX, §1914(e), Oct. 24, 1992, 106
Stat. 3023, provided that: ‘“The amendments made by
this section [enacting section 45 of this title and
amending this section and section 39 of this title] shall
apply to taxable years ending after December 31, 1992.”

EFFECTIVE DATE OF 1990 AMENDMENT

Amendment by section 11511(b)(1) of Pub. L. 101-508
applicable to costs paid or incurred in taxable years be-
ginning after Dec. 31, 1990, see section 11511(d)(1) of Pub.
L. 101-508, set out as an Effective Date note under sec-
tion 43 of this title.

Pub. L. 101-508, title XI, §11611(e), Nov. 5, 1990, 104
Stat. 1388-503, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [enacting section
44 of this title and amending this section and sections
39 and 190 of this title] shall apply to expenditures paid
or incurred after the date of the enactment of this Act
[Nov. 5, 1990].

‘“(2) SUBSECTION (¢).—The amendment made by sub-
section (c¢) [amending section 190 of this title] shall
apply to taxable years beginning after the date of the
enactment of this Act.”

Amendment by section 11813(b)(2) of Pub. L. 101-508
applicable to property placed in service after Dec. 31,
1990, but not applicable to any transition property (as
defined in section 49(e) of this title), any property with
respect to which qualified progress expenditures were
previously taken into account under section 46(d) of
this title, and any property described in section
46(b)(2)(C) of this title, as such sections were in effect
on Nov. 4, 1990, see section 11813(c) of Pub. L. 101-508,
set out as a note under section 45K of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Pub. L. 100-647, title I, §1002(e)(8)(C), Nov. 10, 1988, 102
Stat. 3369, provided that: ‘“The amendments made by
this paragraph [amending this section and section 49 of
this title] shall apply to taxable years beginning after
December 31, 1983, and to carrybacks from such years.”

Amendment by section 1007(g)(2), (8) of Pub. L. 100-647
effective, except as otherwise provided, as if included in
the provision of the Tax Reform Act of 1986, Pub. L.
99-514, to which such amendment relates, see section
1019(a) of Pub. L. 100-647, set out as a note under sec-
tion 1 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Pub. L. 99-514, title II, §221(b), Oct. 22, 1986, 100 Stat.
2173, provided that: ‘“The amendment made by sub-
section (a) [amending this section] shall apply to tax-
able years beginning after December 31, 1985.”

Amendment by section 231(d)(1), (3)(B) of Pub. L.
99-514 applicable to taxable years beginning after Dec.
31, 1985, see section 231(g) of Pub. L. 99-514, set out as
a note under section 41 of this title.

Amendment by section 252(b) of Pub. L. 99-514 appli-
cable to buildings placed in service after Dec. 31, 1986,
in taxable years ending after such date, see section
262(e) of Pub. L. 99-514, set out as an Effective Date
note under section 42 of this title.

Amendment by section 701(c)(4) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
with certain exceptions and qualifications, see section
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701(f) of Pub. L. 99-514, set out as an Effective Date note
under section 55 of this title.

Pub. L. 99-514, title XI, §1171(c), Oct. 22, 1986, 100 Stat.
2513, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and sections 56, 108, 401, and 404 of this title and
repealing sections 41 and 6699 of this title] shall apply
to compensation paid or accrued after December 31,
1986, in taxable years ending after such date.

¢“(2) SECTIONS 404(i) AND 6699 TO CONTINUE TO APPLY TO
PRE-1987 CREDITS.—The provisions of sections 404(i) and
6699 of the Internal Revenue Code of 1986 shall continue
to apply with respect to credits under section 41 of such
Code attributable to compensation paid or accrued be-
fore January 1, 1987 (or under section 38 of such Code
with respect to qualified investment before January 1,
1983).”

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by Pub. L. 98-369 applicable to interest
paid or accrued after December 31, 1984, on indebtedness
incurred after December 31, 1984, see section 612(g) of
Pub. L. 98-369, set out as an Effective Date note under
section 25 of this title.

EFFECTIVE DATE

Section applicable to taxable years beginning after
Dec. 31, 1983, and to carrybacks from such years, see
section 475(a) of Pub. L. 98-369, set out as an Effective
Date of 1984 Amendment note under section 21 of this
title.

SAVINGS PROVISION

For provisions that nothing in amendment by section
11813(b)(2) of Pub. L. 101-508 be construed to affect
treatment of certain transactions occurring, property
acquired, or items of income, loss, deduction, or credit
taken into account prior to Nov. 5, 1990, for purposes of
determining liability for tax for periods ending after
Nov. 5, 1990, see section 11821(b) of Pub. L. 101-508, set
out as a note under section 45K of this title.

BUSINESS CREDIT FOR RETENTION OF CERTAIN NEWLY
HIRED INDIVIDUALS IN 2010

Pub. L. 111-147, title I, §102, Mar. 18, 2010, 124 Stat. 75,
provided that:

‘“(a) IN GENERAL.—In the case of any taxable year
ending after the date of the enactment of this Act
[Mar. 18, 2010], the current year business credit deter-
mined under section 38(b) of the Internal Revenue Code
of 1986 for such taxable year shall be increased, with re-
spect to each retained worker with respect to which
subsection (b)(2) is first satisfied during such taxable
year, by the lesser of—

(1) $1,000, or
‘(2) 6.2 percent of the wages (as defined in section

3401(a) [probably means section 3401(a) of the Internal

Revenue Code of 1986]) paid by the taxpayer to such

retained worker during the 52 consecutive week pe-

riod referred to in subsection (b)(2).

“‘(b) RETAINED WORKER.—For purposes of this section,
the term ‘retained worker’ means any qualified individ-
ual (as defined in section 3111(d)(3) or section 3221(c)(3)
of the Internal Revenue Code of 1986)—

‘(1) who was employed by the taxpayer on any date
during the taxable year,

‘(2) who was so employed by the taxpayer for a pe-
riod of not less than 52 consecutive weeks, and

‘“(3) whose wages (as defined in section 3401(a)

[probably means section 3401(a) of the Internal Reve-

nue Code of 1986]) for such employment during the

last 26 weeks of such period equaled at least 80 per-
cent of such wages for the first 26 weeks of such pe-
riod.

‘‘(¢) LIMITATION ON CARRYBACKS.—No portion of the
unused business credit under section 38 of the Internal
Revenue Code of 1986 for any taxable year which is at-
tributable to the increase in the current year business
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credit under this section may be carried to a taxable
year beginning before the date of the enactment of this
section [Mar. 18, 2010].
¢(d) TREATMENT OF POSSESSIONS.—
‘(1) PAYMENTS TO POSSESSIONS.—

“‘(A) MIRROR CODE POSSESSIONS.—The Secretary of
the Treasury shall pay to each possession of the
United States with a mirror code tax system
amounts equal to the loss to that possession by rea-
son of the application of this section (other than
this subsection). Such amounts shall be determined
by the Secretary of the Treasury based on informa-
tion provided by the government of the respective
possession.

‘“(B) OTHER POSSESSIONS.—The Secretary of the
Treasury shall pay to each possession of the United
States which does not have a mirror code tax sys-
tem amounts estimated by the Secretary of the
Treasury as being equal to the aggregate benefits
that would have been provided to residents of such
possession by reason of the application of this sec-
tion (other than this subsection) if a mirror code
tax system had been in effect in such possession.
The preceding sentence shall not apply with respect
to any possession of the United States unless such
possession has a plan, which has been approved by
the Secretary of the Treasury, under which such
possession will promptly distribute such payments
to the residents of such possession.
¢“(2) COORDINATION WITH CREDIT ALLOWED AGAINST

UNITED STATES INCOME TAXES.—No increase in the
credit determined under section 38(b) of the Internal
Revenue Code of 1986 against United States income
taxes for any taxable year determined under sub-
section (a) shall be taken into account with respect
to any person—

“(A) to whom a credit is allowed against taxes
imposed by the possession by reason of this section
for such taxable year, or

‘“(B) who is eligible for a payment under a plan
described in paragraph (1)(B) with respect to such
taxable year.
¢‘(3) DEFINITIONS AND SPECIAL RULES.—

*“(A) POSSESSION OF THE UNITED STATES.—For pur-
poses of this subsection, the term ‘possession of the
United States’ includes the Commonwealth of Puer-
to Rico and the Commonwealth of the Northern
Mariana Islands.

“(B) MIRROR CODE TAX SYSTEM.—For purposes of
this subsection, the term ‘mirror code tax system’
means, with respect to any possession of the United
States, the income tax system of such possession if
the income tax liability of the residents of such
possession under such system is determined by ref-
erence to the income tax laws of the United States
as if such possession were the United States.

‘(C) TREATMENT OF PAYMENTS.—For purposes of
section 1324(b)(2) of title 31, United States Code,
rules similar to the rules of section 1001(b)(3)(C) of
the American Recovery and Reinvestment Tax Act
of 2009 [section 1001(b)(3)(C) of Pub. L. 111-5, for-
merly set out as a note under section 36A of this
title] shall apply.”’

CREDIT FOR CONTRIBUTIONS TO CERTAIN COMMUNITY
DEVELOPMENT CORPORATIONS

Pub. L. 103-66, title XIII, §13311, Aug. 10, 1993, 107
Stat. 556, as amended by Pub. L. 104-188, title I,
§1703(n)(13), Aug. 20, 1996, 110 Stat. 1877, provided that:

‘‘(a) IN GENERAL.—For purposes of section 38 of the
Internal Revenue Code of 1986, the current year busi-
ness credit shall include the credit determined under
this section.

‘“(b) DETERMINATION OF CREDIT.—The credit deter-
mined under this section for each taxable year in the
credit period with respect to any qualified CDC con-
tribution made by the taxpayer is an amount equal to
5 percent of such contribution.

‘‘(c) CREDIT PERIOD.—For purposes of this section, the
credit period with respect to any qualified CDC con-
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tribution is the period of 10 taxable years beginning
with the taxable year during which such contribution
was made.

“(d) QUALIFIED CDC CONTRIBUTION.—For purposes of
this section—

‘(1) IN GENERAL.—The term ‘qualified CDC con-
tribution’ means any transfer of cash—

‘“(A) which is made to a selected community de-
velopment corporation during the 5-year period be-
ginning on the date such corporation was selected
for purposes of this section,

‘(B) the amount of which is available for use by
such corporation for at least 10 years,

‘“(C) which is to be used by such corporation for
qualified low-income assistance within its oper-
ational area, and

‘(D) which is designated by such corporation for
purposes of this section.
¢“(2) LIMITATIONS ON AMOUNT DESIGNATED.—The ag-

gregate amount of contributions to a selected com-

munity development corporation which may be des-
ignated by such corporation shall not exceed
$2,000,000.

‘“(e) SELECTED COMMUNITY DEVELOPMENT CORPORA-
TIONS.—

‘(1) IN GENERAL.—For purposes of this section, the
term ‘selected community development corporation’
means any corporation—

‘“(A) which is described in section 501(c)(3) of such
Code and exempt from tax under section 501(a) of
such Code,

“(B) the principal purposes of which include pro-
moting employment of, and business opportunities
for, low-income individuals who are residents of the
operational area, and

‘(C) which is selected by the Secretary of Hous-
ing and Urban Development for purposes of this sec-
tion.

‘“(2) ONLY 20 CORPORATIONS MAY BE SELECTED.—The
Secretary of Housing and Urban Development may
select 20 corporations for purposes of this section,
subject to the availability of eligible corporations.
Such selections may be made only before July 1, 1994.
At least 8 of the operational areas of the corporations
selected must be rural areas (as defined by section
1393(a)(2) of such Code).

‘“(3) OPERATIONAL AREAS MUST HAVE CERTAIN CHAR-
ACTERISTICS.—A corporation may be selected for pur-
poses of this section only if its operational area
meets the following criteria:

‘“(A) The area meets the size requirements under
section 1392(a)(3).

‘““(B) The unemployment rate (as determined by
the appropriate available data) is not less than the
national unemployment rate.

‘“(C) The median family income of residents of
such area does not exceed 80 percent of the median
gross income of residents of the jurisdiction of the
local government which includes such area.

“(f) QUALIFIED LOW-INCOME ASSISTANCE.—For pur-
poses of this section, the term ‘qualified low-income as-
sistance’ means assistance—

‘(1) which is designed to provide employment of,
and business opportunities for, low-income individ-
uals who are residents of the operational area of the
community development corporation, and

‘“(2) which is approved by the Secretary of Housing
and Urban Development.”’

APPLICABILITY OF CERTAIN AMENDMENTS BY PUBLIC
LAW 99-514 IN RELATION TO TREATY OBLIGATIONS OF
UNITED STATES

For applicability of amendment by section 701(c)(4) of
Pub. L. 99-514 notwithstanding any treaty obligation of
the United States in effect on Oct. 22, 1986, with provi-
sion that for such purposes any amendment by title I
of Pub. L. 100-647 be treated as if it had been included
in the provision of Pub. L. 99-514 to which such amend-
ment relates, see section 1012(aa)(2), (4) of Pub. L.
100-647, set out as a note under section 861 of this title.
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EFFECTIVE 15-YEAR CARRYBACK OF EXISTING
CARRYFORWARDS OF STEEL COMPANIES

Pub. L. 99-514, title II, §212, Oct. 22, 1986, 100 Stat.
2170, as amended by Pub. L. 100-647, title I, §1002(f),
Nov. 10, 1988, 102 Stat. 3369, provided that:

‘‘(a) GENERAL RULE.—If a qualified corporation makes
an election under this section for its 1st taxable year
beginning after December 31, 1986, with respect to any
portion of its existing carryforwards, the amount deter-
mined under subsection (b) shall be treated as a pay-
ment against the tax imposed by chapter 1 of the Inter-
nal Revenue Code of 1986 made by such corporation on
the last day prescribed by law (without regard to exten-
sions) for filing its return of tax under chapter 1 of such
Code for such 1st taxable year.

‘“(b) AMOUNT.—For purposes of subsection (a), the
amount determined under this subsection shall be the
lesser of—

‘(1) 50 percent of the portion of the corporation’s
existing carryforwards to which the election under
subsection (a) applies, or

‘(2) the corporation’s net tax liability for the
carryback period.

‘“(c) CORPORATION MAKING ELECTION MAY NOT USE
SAME AMOUNTS UNDER SECTION 38.—In the case of a
qualified corporation which makes an election under
subsection (a), the portion of such corporation’s exist-
ing carryforwards to which such an election applies
shall not be taken into account under section 38 of the
Internal Revenue Code of 1986 for any taxable year be-
ginning after December 31, 1986.

“(d) NET TAX LIABILITY FOR CARRYBACK PERIOD.—For
purposes of this section—

‘(1) IN GENERAL.—A corporation’s net tax liability
for the carryback period is the aggregate of such cor-
poration’s net tax liability for taxable years in the
carryback period.

‘“(2) NET TAX LIABILITY.—The term ‘net tax liabil-
ity’ means, with respect to any taxable year, the
amount of the tax imposed by chapter 1 of the Inter-
nal Revenue Code of 1954 [now 1986] for such taxable
year, reduced by the sum of the credits allowable
under part IV of subchapter A of such chapter 1
(other than section 34 thereof). For purposes of the
preceding sentence, any tax treated as not imposed
by chapter 1 of such Code under section 26(b)(2) of
such Code shall not be treated as tax imposed by such
chapter 1.

‘“(3) CARRYBACK PERIOD.—The term ‘carryback pe-
riod’ means the period—

““(A) which begins with the corporation’s 15th tax-
able year preceding the 1st taxable year from which
there is an unused credit included in such corpora-
tion’s existing carryforwards (but in no event shall
such period begin before the corporation’s 1st tax-
able year ending after December 31, 1961), and

‘(B) which ends with the corporation’s last tax-
able year beginning before January 1, 1986.

“‘(e) No RECOMPUTATION OF MINIMUM TAX, ETC.—Noth-
ing in this section shall be construed to affect—

‘(1) the amount of the tax imposed by section 56 of
the Internal Revenue Code of 1986, or

‘“(2) the amount of any credit allowable under such
Code,

for any taxable year in the carryback period.

“(f) REINVESTMENT REQUIREMENT.—

‘(1) IN GENERAL.—Any amount determined under
this section must be committed to reinvestment in,
and modernization of the steel industry through in-
vestment in modern plant and equipment, research
and development, and other appropriate projects,
such as working capital for steel operations and pro-
grams for the retraining of steel workers.

‘“(2) SPECIAL RULE.—In the case of the LTV Corpora-
tion, in lieu of the requirements of paragraph (1)—

‘“(A) such corporation shall place such refund in a
separate account; and

‘(B) amounts in such separate account—

‘(i) shall only be used by the corporation—
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‘(I) to purchase an insurance policy which
provides that, in the event the corporation be-
comes involved in a title 11 or similar case (as
defined in section 368(a)(3)(A) of the Internal
Revenue Code of 1954 [now 1986]), the insurer
will provide life and health insurance coverage
during the 1-year period beginning on the date
when the corporation receives the refund to any
individual with respect to whom the corpora-
tion would (but for such involvement) have been
obligated to provide such coverage the coverage
provided by the insurer will be identical to the
coverage which the corporation would (but for
such involvement) have been obligated to pro-
vide, and provides that the payment of insur-
ance premiums will not be required during such
1-year period to keep such policy in force, or

‘“(IT) directly in connection with the trade or
business of the corporation in the manufacturer
or production of steel; and
‘“(ii) shall be used (or obligated) for purposes de-

scribed in clause (i) not later than 3 months after

the corporation receives the refund.

“(3) In the case of a qualified corporation, no offset
to any refund under this section may be made by rea-
son of any tax imposed by section 4971 of the Internal
Revenue Code of 1986 (or any interest or penalty at-
tributable to any such tax), and the date on which
any such refund is to be paid shall be determined
without regard to such corporation’s status under
title 11, United States Code.

‘‘(g) DEFINITIONS.—For purposes of this section—

‘(1) QUALIFIED CORPORATION.—

‘“(A) IN GENERAL.—The term ‘qualified corpora-
tion’ means any corporation which is described in
section 806(b) of the Steel Import Stabilization Act
[19 U.S.C. 2253 note] and a company which was in-
corporated on February 11, 1983, in Michigan.

‘“(B) CERTAIN PREDECESSORS INCLUDED.—In the
case of any qualified corporation which has carry-
forward attributable to a predecessor corporation
described in such section 806(b), the qualified cor-
poration and the predecessor corporation shall be
treated as 1 corporation for purposes of subsections
(d) and (e).
¢“(2) EXISTING CARRYFORWARDS.—The term ‘existing

carryforward’ means the aggregate of the amounts

which—

‘“(A) are unused business credit carryforwards to
the taxpayer’s 1st taxable year beginning after De-
cember 31, 1986 (determined without regard to the
limitations of section 38(c) and any reduction under
section 49 of the Internal Revenue Code of 1986), and

‘“(B) are attributable to the amount of the regular
investment credit determined for periods before
January 1, 1986, under section 46(a)(1) of such Code
(relating to regular percentage), or any correspond-
ing provision of prior law, determined on the basis
that the regular investment credit was used first.
¢“(3) SPECIAL RULE FOR RESTRUCTURING.—In the case

of any corporation, any restructuring shall not limit,

increase, or otherwise affect the benefits which would
have been available under this section but for such
restructuring.

‘‘(h) TENTATIVE REFUNDS.—Rules similar to the rules
of section 6425 of the Internal Revenue Code of 1986
shall apply to any overpayment resulting from the ap-
plication of this section.”

EFFECTIVE 15-YEAR CARRYBACK OF EXISTING
CARRYFORWARDS OF QUALIFIED FARMERS

Pub. L. 99-514, title II, §213, Oct. 22, 1986, 100 Stat.
2172, as amended by Pub. L. 100-647, title I, §1002(g),
Nov. 10, 1988, 102 Stat. 3369, provided that:

‘‘(a) GENERAL RULE.—If a taxpayer who is a qualified
farmer makes an election under this section for its 1st
taxable year beginning after December 31, 1986, with re-
spect to any portion of its existing carryforwards, the
amount determined under subsection (b) shall be treat-
ed as a payment against the tax imposed by chapter 1
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of the Internal Revenue Code of 1986 made by such tax-
payer on the last day prescribed by law (without regard
to extensions) for filing its return of tax under chapter
1 of such Code for such 1st taxable year.

‘““(b) AMOUNT.—For purposes of subsection (a), the
amount determined under this subsection shall be
equal to the smallest of—

‘(1) b0 percent of the portion of the taxpayer’s ex-
isting carryforwards to which the election under sub-
section (a) applies,

‘“(2) the taxpayer’s net tax liability for the carry-
back period (within the meaning of section 212(d) of
this Act [set out as a note above]), or

““(3) $750.

“(c) TAXPAYER MAKING ELECTION MAY NOT USE SAME
AMOUNTS UNDER SECTION 38.—In the case of a qualified
farmer who makes an election under subsection (a), the
portion of such farmer’s existing carryforwards to
which such an election applies shall not be taken into
account under section 38 of the Internal Revenue Code
of 1986 for any taxable year beginning after December
31, 1986.

¢“(d) No RECOMPUTATION OF MINIMUM TAX, ETC.—Noth-
ing in this section shall be construed to affect—

‘(1) the amount of the tax imposed by section 56 of
the Internal Revenue Code of 1954 [now 1986], or

‘(2) the amount of any credit allowable under such
Code,

for any taxable year in the carryback period (within
the meaning of section 212(d)(3) of this Act [set out as
a note above]).

‘‘(e) DEFINITIONS AND SPECIAL RULES.—For purposes
of this section—

‘(1) QUALIFIED FARMER.—The term ‘qualified farm-
er’ means any taxpayer who, during the 3-taxable
year period preceding the taxable year for which an
election is made under subsection (a), derived 50 per-
cent or more of the taxpayer’s gross income from the
trade or business of farming.

‘“(2) EXISTING CARRYFORWARD.—The term ‘existing
carryforward’ means the aggregate of the amounts
which—

““(A) are unused business credit carryforwards to
the taxpayer’s 1st taxable year beginning after De-
cember 31, 1986 (determined without regard to the
limitations of section 38(c) of the Internal Revenue
Code of 1986), and

“(B) are attributable to the amount of the invest-
ment credit determined for periods before January
1, 1986, under section 46(a) of such Code (or any cor-
responding provision of prior law) with respect to
section 38 property which was used by the taxpayer
in the trade or business of farming, determined on
the basis that such credit was used first.

“(3) FARMING.—The term ‘farming’ has the meaning
given such term by section 2032A(e)(4) and (5) of such
Code.”

TREATMENT OF INVESTMENT TAX CREDITS WITH
RESPECT TO CERTAIN PUBLIC UTILITIES

For provisions requiring different applications of sub-
sec. (c¢) of this section to certain public utilities by
making substitutions in the percentages of the ten-
tative minimum tax referred to in subsec. (¢)(3)(A)(ii),
(B), under certain circumstances, see section 701(f)(6) of
Pub. L. 99-514, set out as an Effective Date note under
section 55 of this title.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.
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TRANSITION RULES

Pub. L. 99-514, title XI, §1177, Oct. 22, 1986, 100 Stat.
2520, as amended by Pub. L. 100-647, title I, §1011B(I)(1),
(2), Nov. 10, 1988, 102 Stat. 3493, provided that:

‘‘(a) SECTION 1171.—The amendments made by section
1171 [amending this section and sections 56, 108, 401, and
404 of this title and repealing sections 41 and 6699 of
this title] shall not apply in the case of a tax credit em-
ployee stock ownership plan if—

‘(1) such plan was favorably approved on Septem-
ber 23, 1983, by employees, and

‘(2) not later than January 11, 1984, the employer of
such employees was 100 percent owned by such plan.
“(b) SUBTITLE NOT To APPLY TO CERTAIN NEWS-

PAPER.—The amendments made by section 1175 [amend-
ing section 401 of this title] shall not apply to any daily
newspaper—

‘(1) which was first published on December 17, 1855,
and which began publication under its current name
in 1954, and

‘“(2) which is published in a constitutional home
rule city (within the meaning of section 146(d)(3)(C) of
the Internal Revenue Code of 1986) which has a popu-
lation of less than 2,500,000.”

Pub. L. 100-647, title I, §1011B()(3), Nov. 10, 1988, 102
Stat. 3493, provided that: “If any newspaper corpora-
tion described in section 1177(b) of the Reform Act [sec-
tion 1177(b) of Pub. L. 99-514, set out above], as amended
by this subsection, pays in cash a dividend within 60
days after the date of the enactment of this Act [Nov.
10, 1988] to the corporation’s employee stock ownership
plans and if a corporate resolution declaring such divi-
dend was adopted before November 30, 1987, and such
resolution specifies that such dividend shall be contin-
gent upon passage by the Congress of technical correc-
tions, then such dividend (to the extent the aggregate
amount so paid does not exceed $3,500,000) shall be
treated as if it had been declared and paid in 1987 for all
purposes of the Internal Revenue Code of 1986.”’

ACCOUNTING FOR INVESTMENT CREDIT IN CERTAIN FI-
NANCIAL REPORTS AND REPORTS TO FEDERAL AGEN-
CIES

Pub. L. 92-178, title I, §101(c), Dec. 10, 1971, 85 Stat.
499, as amended by Pub. L. 98-369, div. A, title IV,
§450(a), July 18, 1984, 98 Stat. 818; Pub. L. 99-514, §2, Oct.
22, 1986, 100 Stat. 2095, provided that:

‘(1) IN GENERAL.—It was the intent of Congress in
enacting, in the Revenue Act of 1962 [see Short Title
of 1962 Amendment note set out under section 1 of
this title], the investment credit allowed by section
38 of the Internal Revenue Code of 1986 [formerly
L.R.C. 1954], and it is the intent of the Congress in re-
storing that credit in this Act [section 50 of this
title], to provide an incentive for modernization and
growth of private industry. Accordingly, notwith-
standing any other provision of law, on and after the
date of the enactment of this Act [Dec. 10, 1971]—

‘“(A) no taxpayer shall be required to use, for pur-
poses of financial reports subject to the jurisdiction
of any Federal agency or reports made to any Fed-
eral agency, any particular method of accounting
for the credit allowed by such section 38 [this sec-
tion], and

‘“(B) a taxpayer shall disclose, in any such report,
the method of accounting for such credit used by
him for purposes of such report.

‘“(2) EXCEPTIONS.—Paragraph (1) shall not apply to
taxpayers who are subject to the provisions of section
46(e) of the Internal Revenue Code of 1986 (as added by
section 105(c) of this Act) or to section 203(e) of the
Revenue Act of 1964 (as modified by section 105(e) of
this Act) [set out as note below].”’

[Pub. L. 98-369, div. A, title IV, §450(b), July 18, 1984,
98 Stat. 818, provided that: ‘“The amendments made by
this section [amending this note] shall take effect as if
included in the Revenue Act of 1971."]
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TREATMENT OF INVESTMENT CREDIT BY FEDERAL
REGULATORY AGENCIES

Pub. L. 88-272, title II, §203(e), Feb. 26, 1964, 78 Stat.
35, as amended by Pub. L. 99-514, §2, Oct. 22, 1986, 100
Stat. 2095, provided that: ‘It was the intent of the Con-
gress in providing an investment credit under section
38 of the Internal Revenue Code of 1986 [formerly I.R.C.
1954] and it is the intent of the Congress in repealing
the reduction in basis required by section 48(g) of such
Code to provide an incentive for modernization and
growth of private industry (including that portion
thereof which is regulated). Accordingly, Congress does
not intend that any agency or instrumentality of the
United States having jurisdiction with respect to a tax-
payer shall, without the consent of the taxpayer, use—

‘(1) in the case of public utility property (as de-
fined in section 46(c)(3)(B) of the Internal Revenue

Code of 1986, more than a proportionate part (deter-

mined with reference to the average useful life of the

property with respect to which the credit was al-
lowed) of the credit against tax allowed for any tax-
able year by section 38 of such Code, or
‘“(2) in the case of any other property, any credit
against tax allowed by section 38 of such Code,
to reduce such taxpayer’s Federal income taxes for the
purpose of establishing the cost of service of the tax-
payer or to accomplish a similar result by any other
method.”

Section 203(e) of Pub. L. 88-272, not applicable to pub-
lic utility property to which section 46(e) of this title
applies, see section 105(e) of Pub. L. 92-178, set out as a
note under section 46 of this title.

§39. Carryback and carryforward of unused
credits

(a) In general
(1) 1-year carryback and 20-year carryforward

If the sum of the business credit carry-
forwards to the taxable year plus the amount
of the current year business credit for the tax-
able year exceeds the amount of the limitation
imposed by subsection (c) of section 38 for
such taxable year (hereinafter in this section
referred to as the ‘‘unused credit year’’), such
excess (to the extent attributable to the
amount of the current year business credit)
shall be—

(A) a business credit carryback to the tax-
able year preceding the unused credit year,
and

(B) a business credit carryforward to each
of the 20 taxable years following the unused
credit year,

and, subject to the limitations imposed by
subsections (b) and (c), shall be taken into ac-
count under the provisions of section 38(a) in
the manner provided in section 38(a).
(2) Amount carried to each year

(A) Entire amount carried to first year

The entire amount of the unused credit for
an unused credit year shall be carried to the
earliest of the 21 taxable years to which (by
reason of paragraph (1)) such credit may be
carried.

(B) Amount carried to other 20 years

The amount of the unused credit for the
unused credit year shall be carried to each of
the other 20 taxable years to the extent that
such unused credit may not be taken into
account under section 38(a) for a prior tax-
able year because of the limitations of sub-
sections (b) and (c).
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(8) 5-year carryback for marginal oil and gas
well production credit

Notwithstanding subsection (d), in the case
of the marginal oil and gas well production
credit—

(A) this section shall be applied separately
from the business credit (other than the
marginal oil and gas well production credit)
or the eligible small business credits,

(B) paragraph (1) shall be applied by sub-
stituting ‘‘each of the 5 taxable years’ for
‘“‘the taxable year’” in subparagraph (A)
thereof, and

(C) paragraph (2) shall be applied—

(i) by substituting ‘25 taxable years”’ for

21 taxable years’” in subparagraph (A)

thereof, and

(ii) by substituting ‘24 taxable years”

for ‘20 taxable years’ in subparagraph (B)

thereof.

(4) 5-year carryback for eligible small business
credits

(A) In general

Notwithstanding subsection (d), in the
case of eligible small business credits deter-
mined in the first taxable year of the tax-
payer beginning in 2010—

(i) paragraph (1) shall be applied by sub-
stituting ‘‘each of the 5 taxable years’ for
‘“‘the taxable year” in subparagraph (A)
thereof, and

(ii) paragraph (2) shall be applied—

(I) by substituting ‘25 taxable years’
for ‘21 taxable years’ in subparagraph
(A) thereof, and

(IT) by substituting ‘24 taxable years”
for ‘20 taxable years’ in subparagraph
(B) thereof.

(B) Eligible small business credits

For purposes of this subsection, the term
‘‘eligible small business credits’” has the
meaning given such term by section
38(c)(5)(B).

(b) Limitation on carrybacks

The amount of the unused credit which may be
taken into account under section 38(a)(3) for any
preceding taxable year shall not exceed the
amount by which the limitation imposed by sec-
tion 38(c) for such taxable year exceeds the sum
of—

(1) the amounts determined under para-
graphs (1) and (2) of section 38(a) for such tax-
able year, plus

(2) the amounts which (by reason of this sec-
tion) are carried back to such taxable year and
are attributable to taxable years preceding the
unused credit year.

(e) Limitation on carryforwards

The amount of the unused credit which may be
taken into account under section 38(a)(1) for any
succeeding taxable year shall not exceed the
amount by which the limitation imposed by sec-
tion 38(c) for such taxable year exceeds the sum
of the amounts which, by reason of this section,
are carried to such taxable year and are attrib-
utable to taxable years preceding the unused
credit year.

(d) Transitional rule

No portion of the unused business credit for
any taxable year which is attributable to a cred-
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it specified in section 38(b) or any portion there-
of may be carried back to any taxable year be-
fore the first taxable year for which such speci-
fied credit or such portion is allowable (without
regard to subsection (a)).

(Added Pub. L. 98-369, div. A, title IV, §473, July
18, 1984, 98 Stat. 828; amended Pub. L. 99-514,
title II, §231(d)(3)(C)(1), title XVIII, §1846, Oct.
22, 1986, 100 Stat. 2179, 2856; Pub. L. 100-647, title
I, §1002(7)(26), Nov. 10, 1988, 102 Stat. 3381; Pub. L.
101-508, title XI, §§11511(b)(2), 11611(b)(2),
11801(a)(2), Nov. b5, 1990, 104 Stat. 1388-485,
1388-503, 1388-520; Pub. L. 102-486, title XIX,
§1914(c), Oct. 24, 1992, 106 Stat. 3023; Pub. L.
10366, title XIII, §§13302(a)(2),  13322(d),
13443(b)(2), Aug. 10, 1993, 107 Stat. 555, 563, 569;
Pub. L. 104-188, title I, §§1205(c), 1703(n)(1), Aug.
20, 1996, 110 Stat. 1775, 1877, Pub. L. 105-34, title
VII, §701(b)(1), title X, §1083(a), Aug. 5, 1997, 111
Stat. 869, 951; Pub. L. 105-206, title VI, §6010(n),
July 22, 1998, 112 Stat. 816; Pub. L. 106-554,
§1(a)(7) [title I, §121(b)(2)], Dec. 21, 2000, 114 Stat.
2763, 2763A-610; Pub. L. 107-16, title VI, §619(c)(1),
June 7, 2001, 115 Stat. 110; Pub. L. 108-357, title
II, §245(b)(1), title III, §341(c), Oct. 22, 2004, 118
Stat. 1447, 1487; Pub. L. 109-135, title IV, §412(g),
Dec. 21, 2005, 119 Stat. 2637; Pub. L. 111-240, title
II, §2012(a), (b), Sept. 27, 2010, 124 Stat. 2554.)

PRIOR PROVISIONS

A prior section 39 was renumbered section 34 of this
title.

Another prior section 39 was renumbered section 37 of
this title.

AMENDMENTS

2010—Subsec. (a)(3)(A). Pub. L. 111-240, §2012(b), in-
serted ‘‘or the eligible small business credits’ after
‘‘credit)”’.

Subsec. (a)(4). Pub. L. 111-240, §2012(a), added par. (4).

2005—Subsec. (a)(1)(A). Pub. L. 109-135, §412(g)(1), sub-
stituted ‘‘the taxable year’ for ‘‘each of the 1 taxable
yvears’’.

Subsec. (a)(3)(B). Pub. L. 109-135, §412(g)(2), amended
subpar. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘‘paragraph (1) shall be applied by sub-
stituting ‘6 taxable years’ for ‘1 taxable years’ in sub-
paragraph (A) thereof, and”.

2004—Subsec. (a)(3). Pub. L. 108-357, §341(c), added par.
3).
Subsec. (d). Pub. L. 108-357, §245(b)(1), amended head-
ing and text of subsec. (d) generally, substituting provi-
sions prohibiting carryback of the unused business
credit attributable to a credit specified in section 38(b)
for provisions prohibiting carryback of the enhanced
oil recovery credit before 1991, sections 44, 45A, and 45B
credits before their enactments, the renewable elec-
tricity production credit before its effective date, the
empowerment zone employment credit, section 45C
credit before July 1, 1996, DC Zone credits before their
effective date, the new markets tax credit before Jan.
1, 2001, and the small employer pension plan startup
cost credit before Jan. 1, 2002.

2001—Subsec. (d)(10). Pub. L. 107-16, §619(c)(1), added
par. (10).

2000—Subsec. (d)(9). Pub. L. 106-554 added par. (9).

1998—Subsec. (a)(2). Pub. L. 105-206 amended Pub. L.
105-34, §1083(a)(2). See 1997 Amendment note below.

1997—Subsec. (a)(1). Pub. L. 105-34, §1083(a)(1), sub-
stituted ‘‘1-year” for ¢3-year’” and ‘‘20-year’ for ¢15-
year” in heading, ‘‘1 taxable’’ for ‘‘3 taxable’’ in subpar.
(A), and ‘20 taxable’ for ‘15 taxable’ in subpar. (B).

Subsec. (a)(2). Pub. L. 105-34, §1083(a)(2), as amended
by Pub. L. 105-206, §6010(n), in subpar. (A), substituted
‘21 taxable’ for ‘‘18 taxable’’, and in subpar. (B), sub-
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stituted ‘20 years’ for ‘17 years’ in heading and ‘20
taxable” for ‘17 taxable’’ in text.

Subsec. (d)(8). Pub. L. 105-34, §701(b)(1), added par. (8).

1996—Subsec. (d)(56). Pub. L. 104-188, §1703(n)(1)(A),
substituted ‘“45A” for ‘45’ in heading.

Subsec. (d)(6). Pub. L. 104-188, §1703(n)(1)(B),
stituted “45B” for ‘‘45” in heading.

Subsec. (A)(7). Pub. L. 104-188, §1205(c), added par. (7).

1993—Subsec. (d)(4). Pub. L. 103-66, §13302(a)(2), added
par. (4).

Subsec. (d)(5). Pub. L. 103-66, §13322(d), added par. (5).

Subsec. (d)(6). Pub. L. 103-66, §13443(b)(2), added par.
(6).

1992—Subsec. (d). Pub. L. 102-486 redesignated par. (5),
relating to carryback of enhanced oil recovery credit,
as (1), redesignated par. (5), relating to carryback of
section 44 credit, as (2), and added par. (3).

1990—Subsec. (d)(1) to (4). Pub. L. 101-508, §11801(a)(2),
struck out par. (1) which related to carryforwards from
an unused credit year which did not expire before first
taxable year beginning after Dec. 31, 1983, par. (2) which
related to carrybacks in determining amount allowable
as credit including net tax liability, par. (3) which re-
lated to similar rules for research credit under section
30, and par. (4) which provided for no carryback of low-
income housing credit before 1987.

Subsec. (d)(5). Pub. L. 101-508, §11611(b)(2), added par.
(5) relating to carryback of section 44 credit.

Pub. L. 101-508, §11511(b)(2), added par. (5) relating to
carryback of enhanced oil recovery credit.

1988—Subsec. (d)(4). Pub. L. 100-647 added par. (4).

1986—Subsec. (d)(1)(A). Pub. L. 99-514, §1846(1), in-
serted ‘‘(as in effect before the enactment of the Tax
Reform Act of 1984)°.

Subsec. (d)(2)(B). Pub. L. 99-514, §1846(2), substituted
‘“as defined in section 26(b)”’ for ‘‘as so defined in sec-
tion 25(b)”.

Subsec. (d)(3). Pub. L. 99-514, §231(d)(3)(C)(i), added
par. (3).

sub-

EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-240, title II, §2012(c), Sept. 27, 2010, 124
Stat. 25564, provided that: ‘“‘“The amendments made by
this section [amending this section] shall apply to cred-
its determined in taxable years beginning after Decem-
ber 31, 2009.”

EFFECTIVE DATE OF 2004 AMENDMENT

Pub. L. 108-357, title II, §245(b)(2), Oct. 22, 2004, 118
Stat. 1448, provided that: ‘“The amendment made by
paragraph (1) [amending this section] shall apply with
respect to taxable years ending after December 31,
2003.”

Amendment by section 245(b) of Pub. L. 108-357 appli-
cable to taxable years beginning after Dec. 31, 2004, see
section 245(e) of Pub. L. 108-357, set out as a note under
section 38 of this title.

Amendment by section 341(c) of Pub. L. 108-357 appli-
cable to production in taxable years beginning after
Dec. 31, 2004, see section 341(e) of Pub. L. 108-357, set out
as a note under section 38 of this title.

EFFECTIVE DATE OF 2001 AMENDMENT

Amendment by Pub. L. 107-16 applicable to costs paid
or incurred in taxable years beginning after Dec. 31,
2001, with respect to qualified employer plans first ef-
fective after such date, see section 619(d) of Pub. L.
107-16, set out as a note under section 38 of this title.

EFFECTIVE DATE OF 2000 AMENDMENT

Amendment by Pub. L. 106-554 applicable to invest-
ments made after Dec. 31, 2000, see §1(a)(7) [title I,
§121(e)] of Pub. L. 106-554, set out as a note under sec-
tion 38 of this title.

EFFECTIVE DATE OF 1998 AMENDMENT

Amendment by Pub. L. 105-206 effective, except as
otherwise provided, as if included in the provisions of
the Taxpayer Relief Act of 1997, Pub. L. 105-34, to which
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such amendment relates, see section 6024 of Pub. L.
105-206, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1997 AMENDMENT

Pub. L. 105-34, title VII, §701(d), Aug. 5, 1997, 111 Stat.
869, provided that: ‘“‘Except as provided in subsection (c)
[amending table of subchapters for this chapter], the
amendments made by this section [enacting subchapter
W of this chapter and amending this section and sec-
tion 1016 of this title] shall take effect on the date of
the enactment of this Act [Aug. 5, 1997].”

Pub. L. 105-34, title X, §1083(b), Aug. 5, 1997, 111 Stat.
951, provided that: ‘“The amendments made by this sec-
tion [amending this section] shall apply to credits aris-
ing in taxable years beginning after December 31, 1997.”

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 1205(c) of Pub. L. 104-188 appli-
cable to amounts paid or incurred in taxable years end-
ing after June 30, 1996, see section 1205(e) of Pub. L.
104-188, set out as a note under section 45K of this title.

Pub. L. 104-188, title I, §1703(0), Aug. 20, 1996, 110 Stat.
1878, provided that: ““Any amendment made by this sec-
tion [amending this section and sections 40, 59, 108, 117,
135, 143, 163, 904, 956A, 958, 1017, 1044, 1201, 1245, 1297, 1394,
1397B, 1561, 4001, 6033, 6427, 6501, 6655, and 9502 of this
title, renumbering section 6714 of this title as section
6715, and amending provisions set out as notes under
sections 38, 42, 197, and 1258 of this title and section 401
of Title 42, The Public Health and Welfare] shall take
effect as if included in the provision of the Revenue
Reconciliation Act of 1993 [Pub. L. 103-66, title XIII, ch.
I, §§13001-13444] to which such amendment relates.”’

EFFECTIVE DATE OF 1993 AMENDMENT

Amendment by section 13322(d) of Pub. L. 103-66 ap-
plicable to wages paid or incurred after Dec. 31, 1993,
see section 13322(f) of Pub. L. 103-66, set out as a note
under section 38 of this title.

Amendment by section 13443(b)(2) of Pub. L. 103-66 ap-
plicable with respect to taxes paid after Dec. 31, 1993,
with respect to services performed before, on, or after
such date, see section 13443(d) of Pub. L. 103-66, as
amended, set out as a note under section 38 of this
title.

EFFECTIVE DATE OF 1992 AMENDMENT

Amendment by Pub. L. 102-486 applicable to taxable
years ending after Dec. 31, 1992, see section 1914(e) of
Pub. L. 102-486, set out as a note under section 38 of
this title.

EFFECTIVE DATE OF 1990 AMENDMENT

Amendment by section 11511(b)(2) of Pub. L. 101-508
applicable to costs paid or incurred in taxable years be-
ginning after Dec. 31, 1990, see section 11511(d)(1) of Pub.
L. 101-508, set out as an Effective Date note under sec-
tion 43 of this title.

Amendment by section 11611(b)(2) of Pub. L. 101-508
applicable to expenditures paid or incurred after Nov. 5,
1990, see section 11611(e)(1) of Pub. L. 101-508, set out as
a note under section 38 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by Pub. L. 100-647 effective, except as
otherwise provided, as if included in the provision of
the Tax Reform Act of 1986, Pub. L. 99-514, to which
such amendment relates, see section 1019(a) of Pub. L.
100-647, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 231(d)(3)(C)(i) of Pub. L. 99-514
applicable to taxable years beginning after Dec. 31,
1985, see section 231(g) of Pub. L. 99-514, set out as a
note under section 41 of this title.

Amendment by section 1846 of Pub. L. 99-514 effective,
except as otherwise provided, as if included in the pro-
visions of the Tax Reform Act of 1984, Pub. L. 98-369,
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div. A, to which such amendment relates, see section
1881 of Pub. L. 99-514, set out as a note under section 48
of this title.

EFFECTIVE DATE

Section applicable to taxable years beginning after
Dec. 31, 1983, and to carrybacks from such years, see
section 475(a) of Pub. L. 98-369, set out as an Effective
Date of 1984 Amendment note under section 21 of this
title.

SAVINGS PROVISION

For provisions that nothing in amendment by section
11801(a)(2) of Pub. L. 101-508 be construed to affect
treatment of certain transactions occurring, property
acquired, or items of income, loss, deduction, or credit
taken into account prior to Nov. 5, 1990, for purposes of
determining liability for tax for periods ending after
Nov. 5, 1990, see section 11821(b) of Pub. L. 101-508, set
out as a note under section 45K of this title.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XTI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

§40. Alcohol, etc., used as fuel
(a) General rule

For purposes of section 38, the alcohol fuels
credit determined under this section for the tax-
able year is an amount equal to the sum of—

(1) the alcohol mixture credit,

(2) the alcohol credit,

(3) in the case of an eligible small ethanol
producer, the small ethanol producer credit,
plus

(4) the second generation biofuel producer
credit.

(b) Definition of alcohol mixture credit, alcohol
credit, and small ethanol producer credit

For purposes of this section, and except as pro-
vided in subsection (h)—

(1) Alcohol mixture credit
(A) In general

The alcohol mixture credit of any tax-
payer for any taxable year is 60 cents for
each gallon of alcohol used by the taxpayer
in the production of a qualified mixture.

(B) Qualified mixture

The term ‘‘qualified mixture’” means a
mixture of alcohol and gasoline or of alcohol
and a special fuel which—

(i) is sold by the taxpayer producing such
mixture to any person for use as a fuel, or
(ii) is used as a fuel by the taxpayer pro-
ducing such mixture.
(C) Sale or use must be in trade or business,
etc.

Alcohol used in the production of a quali-
fied mixture shall be taken into account—
(i) only if the sale or use described in
subparagraph (B) is in a trade or business
of the taxpayer, and
(ii) for the taxable year in which such
sale or use occurs.

(D) Casual off-farm production not eligible

No credit shall be allowed under this sec-
tion with respect to any casual off-farm pro-
duction of a qualified mixture.

(2) Alcohol credit
(A) In general

The alcohol credit of any taxpayer for any
taxable year is 60 cents for each gallon of al-
cohol which is not in a mixture with gaso-
line or a special fuel (other than any dena-
turant) and which during the taxable year—

(i) is used by the taxpayer as a fuel in a
trade or business, or
(ii) is sold by the taxpayer at retail to a
person and placed in the fuel tank of such
person’s vehicle.
(B) User credit not to apply to alcohol sold at
retail

No credit shall be allowed under subpara-
graph (A)(i) with respect to any alcohol
which was sold in a retail sale described in
subparagraph (A)(ii).

(3) Smaller credit for lower proof alcohol

In the case of any alcohol with a proof which
is at least 150 but less than 190, paragraphs
(1)(A) and (2)(A) shall be applied by substitut-
ing ‘45 cents’ for ‘60 cents’’.

(4) Small ethanol producer credit

(A) In general

The small ethanol producer credit of any
eligible small ethanol producer for any tax-
able year is 10 cents for each gallon of quali-
fied ethanol fuel production of such pro-
ducer.

(B) Qualified ethanol fuel production

For purposes of this paragraph, the term
‘“‘qualified ethanol fuel production’ means
any alcohol which is ethanol which is pro-
duced by an eligible small ethanol producer,
and which during the taxable year—

(i) is sold by such producer to another
person—

(I) for use by such other person in the
production of a qualified mixture in such
other person’s trade or business (other
than casual off-farm production),

(IT) for use by such other person as a
fuel in a trade or business, or

(ITI) who sells such ethanol at retail to
another person and places such ethanol
in the fuel tank of such other person, or

(ii) is used or sold by such producer for
any purpose described in clause (i).
(C) Limitation

The qualified ethanol fuel production of
any producer for any taxable year shall not
exceed 15,000,000 gallons (determined without
regard to any qualified second generation
biofuel production).

(D) Additional distillation excluded

The qualified ethanol fuel production of
any producer for any taxable year shall not
include any alcohol which is purchased by
the producer and with respect to which such
producer increases the proof of the alcohol
by additional distillation.
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(5) Adding of denaturants not treated as mix-
ture

The adding of any denaturant to alcohol
shall not be treated as the production of a
mixture.

(6) Second generation biofuel producer credit

(A) In general

The second generation biofuel producer
credit of any taxpayer is an amount equal to
the applicable amount for each gallon of
qualified second generation biofuel produc-
tion.

(B) Applicable amount

For purposes of subparagraph (A), the ap-
plicable amount means $1.01, except that
such amount shall, in the case of second gen-
eration biofuel which is alcohol, be reduced
by the sum of—

(i) the amount of the credit in effect for
such alcohol under subsection (b)(1) (with-
out regard to subsection (b)(3)) at the time
of the qualified second generation biofuel
production, plus

(ii) in the case of ethanol, the amount of
the credit in effect under subsection (b)(4)
at the time of such production.

(C) Qualified second generation biofuel pro-
duction

For purposes of this section, the term
“‘qualified second generation biofuel produc-
tion”” means any second generation biofuel
which is produced by the taxpayer, and
which during the taxable year—

(i) is sold by the taxpayer to another per-
son—

(I) for use by such other person in the
production of a qualified second genera-
tion biofuel mixture in such other per-
son’s trade or business (other than cas-
ual off-farm production),

(IT) for use by such other person as a
fuel in a trade or business, or

(ITIT) who sells such second generation
biofuel at retail to another person and
places such second generation biofuel in
the fuel tank of such other person, or

(ii) is used or sold by the taxpayer for
any purpose described in clause (i).

The qualified second generation biofuel pro-
duction of any taxpayer for any taxable year
shall not include any alcohol which is pur-
chased by the taxpayer and with respect to
which such producer increases the proof of
the alcohol by additional distillation.

(D) Qualified second generation biofuel mix-

ture

For purposes of this paragraph, the term
“‘qualified second generation biofuel mix-
ture” means a mixture of second generation
biofuel and gasoline or of second generation
biofuel and a special fuel which—

(i) is sold by the person producing such
mixture to any person for use as a fuel, or

(ii) is used as a fuel by the person pro-
ducing such mixture.

(E) Second generation biofuel
For purposes of this paragraph—

(i) In general

The term ‘‘second generation biofuel”
means any liquid fuel which—

(I) is derived by, or from, qualified
feedstocks, and

(IT) meets the registration require-
ments for fuels and fuel additives estab-
lished by the Environmental Protection
Agency under section 211 of the Clean
Air Act (42 U.S.C. 7545).

(ii) Exclusion of low-proof alcohol

The term ‘‘second generation biofuel”
shall not include any alcohol with a proof
of less than 150. The determination of the
proof of any alcohol shall be made without
regard to any added denaturants.

(iii) Exclusion of certain fuels

The term ‘‘second generation biofuel”
shall not include any fuel if—

(I) more than 4 percent of such fuel
(determined by weight) is any combina-
tion of water and sediment,

(IT) the ash content of such fuel is
more than 1 percent (determined by
weight), or

(ITI) such fuel has an acid number
greater than 25.

(F) Qualified feedstock

For purposes of this paragraph, the term
“‘qualified feedstock’ means—

(i) any lignocellulosic or hemicellulosic
matter that is available on a renewable or
recurring basis, and

(ii) any cultivated algae, cyanobacteria,
or lemna.

(G) Special rules for algae

In the case of fuel which is derived by, or
from, feedstock described in subparagraph
(F)(ii) and which is sold by the taxpayer to
another person for refining by such other
person into a fuel which meets the require-
ments of subparagraph (E)(i)(II) and the re-
fined fuel is not excluded under subpara-
graph (E)(iii)—

(i) such sale shall be treated as described
in subparagraph (C)(i),

(ii) such fuel shall be treated as meeting
the requirements of subparagraph (E)({)(II)
and as not being excluded under subpara-
graph (E)(iii) in the hands of such tax-
payer, and

(iii) except as provided in this subpara-
graph, such fuel (and any fuel derived from
such fuel) shall not be taken into account
under subparagraph (C) with respect to the
taxpayer or any other person.

(H) Allocation of second generation biofuel
producer credit to patrons of cooperative

Rules similar to the rules under subsection
(g)(6) shall apply for purposes of this para-
graph.

(I) Registration requirement

No credit shall be determined under this
paragraph with respect to any taxpayer un-
less such taxpayer is registered with the
Secretary as a producer of second generation
biofuel under section 4101.
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(J) Application of paragraph
(i) In general

This paragraph shall apply with respect
to qualified second generation biofuel pro-
duction after December 31, 2008, and before
January 1, 2017.

(ii) No carryover to certain years after ex-
piration

If this paragraph ceases to apply for any
period by reason of clause (i), rules similar
to the rules of subsection (e)(2) shall apply.

(¢) Coordination with exemption from excise tax

The amount of the credit determined under
this section with respect to any alcohol shall,
under regulations prescribed by the Secretary,
be properly reduced to take into account any
benefit provided with respect to such alcohol
solely by reason of the application of section
4041(b)(2), section 6426, or section 6427(e).

(d) Definitions and special rules
For purposes of this section—
(1) Alcohol defined

(A) In general

The term ‘‘alcohol’” includes methanol and
ethanol but does not include—
(i) alcohol produced from petroleum,
natural gas, or coal (including peat), or
(ii) alcohol with a proof of less than 150.
(B) Determination of proof

The determination of the proof of any al-
cohol shall be made without regard to any
added denaturants.

(2) Special fuel defined

The term ‘‘special fuel” includes any liquid
fuel (other than gasoline) which is suitable for
use in an internal combustion engine.

(3) Mixture or alcohol not used as a fuel, etc.

(A) Mixtures

If—

(i) any credit was determined under this
section with respect to alcohol used in the
production of any qualified mixture, and

(ii) any person—

(I) separates the alcohol from the mix-
ture, or

(IT) without separation, uses the mix-
ture other than as a fuel,

then there is hereby imposed on such person
a tax equal to 60 cents a gallon (45 cents in
the case of alcohol with a proof less than 190)
for each gallon of alcohol in such mixture.
(B) Alcohol

If—

(i) any credit was determined under this
section with respect to the retail sale of
any alcohol, and

(ii) any person mixes such alcohol or
uses such alcohol other than as a fuel,

then there is hereby imposed on such person
a tax equal to 60 cents a gallon (45 cents in
the case of alcohol with a proof less than 190)
for each gallon of such alcohol.

(C) Small ethanol producer credit

If—

(i) any credit was determined under sub-
section (a)(3), and

(ii) any person does not use such fuel for
a purpose described in subsection (b)(4)(B),

then there is hereby imposed on such person
a tax equal to 10 cents a gallon for each gal-
lon of such alcohol.
(D) Second generation biofuel producer cred-
it
If—
(i) any credit is allowed under subsection
(a)(4), and
(ii) any person does not use such fuel for
a purpose described in subsection (b)(6)(C),

then there is hereby imposed on such person
a tax equal to the applicable amount (as de-
fined in subsection (b)(6)(B)) for each gallon
of such second generation biofuel.

(E) Applicable laws

All provisions of law, including penalties,
shall, insofar as applicable and not incon-
sistent with this section, apply in respect of
any tax imposed under subparagraph (A),
(B), (C), or (D) as if such tax were imposed
by section 4081 and not by this chapter.

(4) Volume of alcohol

For purposes of determining under sub-
section (a) the number of gallons of alcohol
with respect to which a credit is allowable
under subsection (a), the volume of alcohol
shall include the volume of any denaturant
(including gasoline) which is added under any
formulas approved by the Secretary to the ex-
tent that such denaturants do not exceed 2
percent of the volume of such alcohol (includ-
ing denaturants).

(5) Pass-thru in the case of estates and trusts

Under regulations prescribed by the Sec-
retary, rules similar to the rules of subsection
(d) of section 52 shall apply.

(6) Special rule for second generation biofuel
producer credit

No second generation biofuel producer credit
shall be determined under subsection (a) with
respect to any second generation biofuel un-
less such second generation biofuel is produced
in the United States and used as a fuel in the
United States. For purposes of this subsection,
the term ‘‘United States’ includes any posses-
sion of the United States.

(7) Limitation to alcohol with connection to the
United States

No credit shall be determined under this sec-
tion with respect to any alcohol which is pro-
duced outside the United States for use as a
fuel outside the United States. For purposes of
this paragraph, the term ‘“‘United States’ in-
cludes any possession of the United States.

(e) Termination

(1) In general

This section shall not apply to any sale or
use—
(A) for any period after December 31, 2011,
or
(B) for any period before January 1, 2012,
during which the rates of tax under section
4081(a)(2)(A) are 4.3 cents per gallon.
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(2) No carryovers to certain years after expira-
tion
If this section ceases to apply for any period
by reason of paragraph (1), no amount attrib-
utable to any sale or use before the first day
of such period may be carried under section 39
by reason of this section (treating the amount
allowed by reason of this section as the first
amount allowed by this subpart) to any tax-
able year beginning after the 3-taxable-year
period beginning with the taxable year in
which such first day occurs.
(3) Exception for second generation biofuel
producer credit

Paragraph (1) shall not apply to the portion
of the credit allowed under this section by rea-
son of subsection (a)(4).

(f) Election to have alcohol fuels credit not apply
(1) In general

A taxpayer may elect to have this section
not apply for any taxable year.

(2) Time for making election

An election under paragraph (1) for any tax-
able year may be made (or revoked) at any
time before the expiration of the 3-year period
beginning on the last date prescribed by law
for filing the return for such taxable year (de-
termined without regard to extensions).

(3) Manner of making election

An election under paragraph (1) (or revoca-
tion thereof) shall be made in such manner as
the Secretary may by regulations prescribe.
(g) Definitions and special rules for eligible
small ethanol producer credit

For purposes of this section—
(1) Eligible small ethanol producer

The term ‘‘eligible small ethanol producer”
means a person who, at all times during the
taxable year, has a productive capacity for al-
cohol (as defined in subsection (d)(1)(A) with-
out regard to clauses (i) and (ii)) not in excess
of 60,000,000 gallons.

(2) Aggregration! rule

For purposes of the 15,000,000 gallon limita-
tion under subsection (b)(4)(C) and the
60,000,000 gallon limitation under paragraph
(1), all members of the same controlled group
of corporations (within the meaning of section
267(f)) and all persons under common control
(within the meaning of section 52(b) but deter-
mined by treating an interest of more than 50
percent as a controlling interest) shall be
treated as 1 person.

(3) Partnership, S corporations, and other
pass-thru entities

In the case of a partnership, trust, S cor-
poration, or other pass-thru entity, the limita-
tions contained in subsection (b)(4)(C) and
paragraph (1) shall be applied at the entity
level and at the partner or similar level.

(4) Allocation

For purposes of this subsection, in the case
of a facility in which more than 1 person has

180 in original. Probably should be ‘“Aggregation’.
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an interest, productive capacity shall be allo-
cated among such persons in such manner as
the Secretary may prescribe.

(5) Regulations

The Secretary may prescribe such regula-
tions as may be necessary—

(A) to prevent the credit provided for in
subsection (a)(3) from directly or indirectly
benefiting any person with a direct or indi-
rect productive capacity of more than
60,000,000 gallons of alcohol during the tax-
able year, or

(B) to prevent any person from directly or
indirectly benefiting with respect to more
than 15,000,000 gallons during the taxable
year.

(6) Allocation of small ethanol producer credit
to patrons of cooperative

(A) Election to allocate
(i) In general

In the case of a cooperative organization
described in section 1381(a), any portion of
the credit determined under subsection
(a)(3) for the taxable year may, at the elec-
tion of the organization, be apportioned
pro rata among patrons of the organiza-
tion on the basis of the quantity or value
of business done with or for such patrons
for the taxable year.

(ii) Form and effect of election

An election under clause (i) for any tax-
able year shall be made on a timely filed
return for such year. Such election, once
made, shall be irrevocable for such taxable
year. Such election shall not take effect
unless the organization designates the ap-
portionment as such in a written notice
mailed to its patrons during the payment
period described in section 1382(d).

(B) Treatment of organizations and patrons
(i) Organizations

The amount of the credit not appor-
tioned to patrons pursuant to subpara-
graph (A) shall be included in the amount
determined under subsection (a)(3) for the
taxable year of the organization.

(ii) Patrons

The amount of the credit apportioned to
patrons pursuant to subparagraph (A) shall
be included in the amount determined
under such subsection for the first taxable
year of each patron ending on or after the
last day of the payment period (as defined
in section 1382(d)) for the taxable year of
the organization or, if earlier, for the tax-
able year of each patron ending on or after
the date on which the patron receives no-
tice from the cooperative of the apportion-
ment.

(iii) Special rules for decrease in credits
for taxable year

If the amount of the credit of the organi-
zation determined under such subsection
for a taxable year is less than the amount
of such credit shown on the return of the
organization for such year, an amount
equal to the excess of—
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(I) such reduction, over

(IT) the amount not apportioned to
such patrons under subparagraph (A) for
the taxable year,

shall be treated as an increase in tax im-
posed by this chapter on the organization.
Such increase shall not be treated as tax
imposed by this chapter for purposes of de-
termining the amount of any credit under
this chapter or for purposes of section 55.
(h) Reduced credit for ethanol blenders
(1) In general

In the case of any alcohol mixture credit or
alcohol credit with respect to any sale or use
of alcohol which is ethanol during calendar
years 2001 through 2011—

(A) subsections (b)(1)(A) and (b)(2)(A) shall
be applied by substituting ‘‘the blender
amount’’ for ‘60 cents’’,

(B) subsection (b)(3) shall be applied by
substituting ‘‘the low-proof blender amount”’
for ‘45 cents” and ‘‘the blender amount’ for
‘60 cents”’, and

(C) subparagraphs (A) and (B) of subsection
(d)(3) shall be applied by substituting ‘‘the
blender amount’” for ‘60 cents’” and ‘‘the
low-proof blender amount’’ for ‘45 cents’’.

(2) Amounts

For purposes of paragraph (1), the blender
amount and the low-proof blender amount
shall be determined in accordance with the
following table:

In the case of any The low-proof

The blender

sale or use during . blender
calendar year: amount is: amount is:
2001 or 2002 53 cents 39.26 cents
2003 or 2004 52 cents 38.52 cents
2005, 2006, 2007, or 51 cents 37.78 cents
2008.
2009 through 2011 ...... 45 cents 33.33 cents.

(3) Reduction delayed until annual production
or importation of 7,500,000,000 gallons

(A) In general

In the case of any calendar year beginning
after 2008, if the Secretary makes a deter-
mination described in subparagraph (B) with
respect to all preceding calendar years be-
ginning after 2007, the last row in the table
in paragraph (2) shall be applied by sub-
stituting ‘561 cents” for ‘45 cents”’.

(B) Determination

A determination described in this subpara-
graph with respect to any calendar year is a
determination, in consultation with the Ad-
ministrator of the Environmental Protec-
tion Agency, that an amount less than
7,500,000,000 gallons of ethanol (including cel-
lulosic ethanol) has been produced in or im-
ported into the United States in such year.

(Added Pub. L. 96-223, title II, §232(b)(1), Apr. 2,
1980, 94 Stat. 273, §44E; amended Pub. L. 97-34,
title IT §207(c)(3), Aug. 13, 1981, 95 Stat. 225; Pub.
L. 97-354, §5(a)(2), Oct. 19, 1982, 96 Stat. 1692; Pub.
L. 97-424, title V, §511(b)(2), (d)(3), Jan. 6, 1983, 96
Stat. 2170, 2171; renumbered §40 and amended
Pub. L. 98-369, div. A, title IV, §§471(c), 474(k),
title IX, §§912(c), (f), 913(b), July 18, 1984, 98 Stat.
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826, 832, 1007, 1008; Pub. L. 100-203, title X,
§10502(d)(1), Dec. 22, 1987, 101 Stat. 1330-444; Pub.
L. 101-508, title XI, §11502(a)—(f), Nov. 5, 1990, 104
Stat. 1388-480 to 1388-482; Pub. L. 104-188, title I,
§1703(j), Aug. 20, 1996, 110 Stat. 1876; Pub. L.
105-178, title IX, §9003(a)(3), (b)(1), June 9, 1998,
112 Stat. 502; Pub. L. 108-357, title III,
§§301(c)(1)—(4), 313(a), Oct. 22, 2004, 118 Stat. 1461,
1467; Pub. L. 109-58, title XIII, §1347(a), (b), Aug.
8, 2005, 119 Stat. 1056; Pub. L. 110-234, title XV,
§§15321(a)—(b)(2), (3)(B), (c)—(e), 156331(a), 156332(a),
May 22, 2008, 122 Stat. 1512-1516; Pub. L. 110-246,
§4(a), title XV, §§156321(a)—(0)(2), (3)(B), (c)-(e),
156331(a), 156332(a), June 18, 2008, 122 Stat. 1664,
2274-2278; Pub. L. 110-343, div. B, title II, §203(a),
Oct. 3, 2008, 122 Stat. 3833; Pub. L. 111-152, title
I, §1408(a), Mar. 30, 2010, 124 Stat. 1067; Pub. L.
111-240, title II, §2121(a), Sept. 27, 2010, 124 Stat.
2567; Pub. L. 111-312, title VII, §708(a)(1), (2), Dec.
17, 2010, 124 Stat. 3312; Pub. L. 112-240, title IV,
§404(a)(1), (2), ()(1)-(3)(B), Jan. 2, 2013, 126 Stat.
2338, 2339; Pub. L. 113-295, div. A, title I, §152(a),
Dec. 19, 2014, 128 Stat. 4021; Pub. L. 114-113, div.
Q, title I, §184(a), Dec. 18, 2015, 129 Stat. 3073.)

CODIFICATION

Pub. L. 110-234 and Pub. L. 110-246 made identical
amendments to this section. The amendments by Pub.
L. 110-234 were repealed by section 4(a) of Pub. L.
110-246.

PRIOR PROVISIONS

A prior section 40, added Pub. L. 92-178, title VI,
§601(a), Dec. 10, 1971, 85 Stat. 553; amended Pub. L.
94-455, title XIX, §1906(b)(13)(A), Oct. 4, 1976, 90 Stat.
1834, related to allowance as a credit of expenses of
work incentive programs, prior to repeal by Pub. L.
98-369, div. A, title IV, §474(m)(1), July 18, 1984, 98 Stat.
833.

Another prior section 40 was renumbered section 37 of
this title.

AMENDMENTS

2015—Subsec. (b)(6)(J)(1). Pub. L. 114-113 substituted
“January 1, 2017 for ‘“‘January 1, 2015°.

2014—Subsec. (b)(6)(J)(1). Pub. L. 113-295 substituted
“January 1, 2015 for ‘“‘January 1, 2014,

2013—Pub. L. 112-240, §404(b)(3)(A)({d), substituted
‘‘second generation biofuel” for ‘‘cellulosic biofuel”
wherever appearing in text in subsecs. (a)(4), (b)(4)(C),
(6), and (D(B)(D), (6).

Subsec. (b)(6). Pub. L. 112-240, §404(b)(3)(A)(i), sub-
stituted ‘‘Second generation’ for ‘‘Cellulosic’ in head-
ing.

Subsec. (b)(6)(C), (D). Pub. L. 112-240, §404(b)(3)(A)(iii),
substituted ‘‘second generation’ for ‘‘cellulosic’ in
heading.

Subsec. (b)(6)(E). Pub. L. 112-240, §404(b)(3)(A)(ii), sub-
stituted ‘‘Second generation’ for ‘‘Cellulosic’ in head-
ing.

Subsec. (D)(B)E)E)D). Pub. L. 112-240, §404(b)(1),
amended subcl. (I) generally. Prior to amendment,
subcl. (I) read as follows: ‘is produced from any
lignocellulosic or hemicellulosic matter that is avail-
able on a renewable or recurring basis, and’’.

Subsec. (b)(6)(E)(ii). Pub. L. 112-240, §404(b)(3)(B), sub-
stituted ‘““The term ‘second generation biofuel’ shall
not” for ‘“Such term shall not”.

Subsec. (b)(6)(F), (G). Pub. L. 112-240, §404(b)(2), added
subpars. (F) and (G). Former subpars. (F) and (G) redes-
ignated as (H) and (I), respectively.

Subsec. (b)(6)(H). Pub. L. 112-240, §404(b)(3)(A)(iii),
substituted ‘‘second generation’” for ‘‘cellulosic’” in
heading.

Pub. L. 112-240, §404(b)(2), redesignated subpar. (F) as
(H). Former subpar. (H) redesignated (J).
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Pub. L. 112-240, §404(a)(1), amended subpar. (H) gener-
ally. Prior to amendment, text read as follows: ‘‘This
paragraph shall apply with respect to qualified cel-
lulosic biofuel production after December 31, 2008, and
before January 1, 2013.”

Subsec. (b)(6)(I), (J). Pub. L. 112-240, §404(b)(2), redes-
ignated subpars. (G) and (H) as (I) and (J), respectively.

Subsec. (A)(3)(D). Pub. L. 112-240, §404(b)(3)(A)(ii), sub-
stituted ‘‘Second generation’ for ‘‘Cellulosic’ in head-
ing.

Subsec. (d)(6). Pub. L. 112-240, §404(b)(3)(A)(iii), sub-
stituted ‘‘second generation’ for ‘‘cellulosic’ in head-
ing.

Subsec. (e)(2). Pub. L. 112-240, §404(a)(2), struck out
““or subsection (b)(6)(H)”’ after ‘‘paragraph (1)”.

Subsec. (e)(3). Pub. L. 112-240, §404(b)(3)(A)(iii), sub-
stituted ‘‘second generation’ for ‘‘cellulosic’ in head-
ing.

2010—Subsec. (b)(6)(E)(iii). Pub. L. 111-240, §2121(a)(4),
substituted ‘‘certain’’ for ‘‘unprocessed’ in heading.

Pub. L. 111-152 added cl. (iii).

Subsec. (b)(6)(E)({ii)(III).
§2121(a)(1)-(3), added subcl. (III).

Subsec. (e)(1)(A). Pub. L. 111-312, §708(a)(1)(A), sub-
stituted ‘‘December 31, 2011” for ‘‘December 31, 2010°".

Subsec. (e)(1)(B). Pub. L. 111-312, §708(a)(1)(B), sub-
stituted ‘‘January 1, 2012”° for ‘“‘January 1, 2011”°.

Subsec. (h)(1), (2). Pub. L. 111-312, §708(a)(2), sub-
stituted 2011 for ‘“2010”".

2008—Pub. L. 110-246, §15321(b)(3)(B), inserted *, etc.,”
after ‘*‘Alcohol” in section catchline.

Subsec. (a)(4). Pub. L. 110-246, §15321(a), added par. (4).

Subsec. (b)(4)(C). Pub. L. 110-246, §15321(e), inserted
‘“‘(determined without regard to any qualified cellulosic
biofuel production)’” after ‘15,000,000 gallons”’.

Subsec. (b)(6). Pub. L. 110-246, §15321(b)(1), added par.
(6).

Subsec. (A)(3)(C). Pub. L. 110-246, §15321(c)(2)(A), sub-
stituted ‘“‘Small ethanol producer’ for ‘‘Producer’ in
heading.

Subsec. (A)(3)(D). Pub. L. 110-246, §15321(c)(1), added
subpar. (D). Former subpar. (D) redesignated (E).

Subsec. ()(3)(E). Pub. L. 110-246, §15321(c)(2)(B), sub-
stituted ‘“(C), or (D)’ for ‘‘or (C)”’.

Pub. L. 110-246, §15321(c)(1), redesignated subpar. (D)
as (E).

Subsec. (d)(4). Pub. L. 110-246, §15332(a), substituted
““2 percent’’ for ‘‘b percent’’.

Subsec. (d)(6). Pub. L. 110-246, §15321(d), added par. (6).

Subsec. (d)(7). Pub. L. 110-343 added par. (7).

Subsec. (e)(2). Pub. L. 110-246, §15321(b)(2)(A), inserted
“‘or subsection (b)(6)(H)”’ after ‘‘by reason of paragraph
@,

Subsec. (e)(3). Pub. L. 110-246, §15321(b)(2)(B), added
par. (3).

Subsec. (h)(2). Pub. L. 110-246, §15331(a)(1), in table,
substituted 2005, 2006, 2007, or 2008’ for ‘2005 through
2010”°, struck out period after ‘‘37.78 cents’, and in-
serted last row reading ‘2009 through 2010°, ‘‘45 cents’’,
and ‘“33.33 cents.”

Subsec. (h)(3). Pub. L. 110-246, §15331(a)(2), added par.
3.

2005—Subsec. (g)(1), (2), (5)(A). Pub. L. 109-58, §1347(a),
substituted ‘60,000,000 for ¢30,000,000"".

Subsec. (g)(6)(A)(i). Pub. L. 109-58, §1347(b), inserted
at end ‘“‘Such election shall not take effect unless the
organization designates the apportionment as such in a
written notice mailed to its patrons during the pay-
ment period described in section 1382(d).”

2004—Subsec. (c). Pub. L. 108-357, §301(c)(1), sub-
stituted ‘‘section 4041(b)(2), section 6426, or section
6427(e)”’ for ‘‘subsection (b)(2), (kK), or (m) of section
4041, section 4081(c), or section 4091(c)”’.

Subsec. (d)(4). Pub. L. 108-357, §301(c)(2), reenacted
heading without change and amended text of par. (4)
generally, substituting provisions relating to deter-
mination of the number of gallons of alcohol with re-
spect to which a credit is allowable under subsec. (a)
for provisions relating to determination of the number
of gallons of alcohol with respect to which a credit is

Pub. L. 111-240,
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allowable under subsec. (a) or the percentage of any
mixture which consists of alcohol under section 4041(k)
or 4081(c).

Subsec. (e)(1)(A). Pub. L. 108-357, §301(c)(3)(A), sub-
stituted ‘2010’ for ‘2007"°.

Subsec. (e)(1)(B). Pub. L. 108-357, §301(c)(3)(B), sub-
stituted 2011 for ‘‘2008"’.

Subsec. (g)(6). Pub. L. 108-357, §313(a), added par. (6).

Subsec. (h)(1). Pub. L. 108-357, §301(c)(4)(A), sub-
stituted ‘2010 for ‘2007’ in introductory provisions.

Subsec. (h)(2). Pub. L. 108-357, §301(c)(4)(B), sub-
stituted ‘“‘through 2010’ for ‘*, 2006, or 2007’ in table.

1998—Subsec. (e)(1). Pub. L. 105-178, §9003(a)(3), sub-
stituted ‘‘December 31, 2007’ for ‘‘December 31, 2000”’ in
subpar. (A) and ‘‘January 1, 2008’ for ‘‘January 1, 2001”
in subpar. (B).

Subsec. (h). Pub. L. 105-178, §9003(b)(1), reenacted
heading without change and amended text of subsec. (h)
generally. Prior to amendment, text read as follows:
“In the case of any alcohol mixture credit or alcohol
credit with respect to any alcohol which is ethanol—

‘(1) subsections (b)(1)(A) and (b)(2)(A) shall be ap-
plied by substituting ‘64 cents’ for ‘60 cents’;

‘(2) subsection (b)(3) shall be applied by substitut-
ing ‘40 cents’ for ‘45 cents’ and ‘564 cents’ for ‘60 cents’;
and

‘“(3) subparagraphs (A) and (B) of subsection (d)(3)
shall be applied by substituting ‘54 cents’ for ‘60
cents’ and ‘40 cents’ for ‘45 cents’.”
1996—Subsec. (e)(1)(B). Pub. L. 104-188 amended sub-

par. (B) generally. Prior to amendment, subpar. (B)
read as follows: ‘‘for any period before January 1, 2001,
during which the Highway Trust Fund financing rate
under section 4081(a)(2) is not in effect.”

1990—Subsec. (a)(2). Pub. L. 101-508, §11502(a)(1), sub-
stituted ‘¢, plus” for period at end.

Subsec. (a)(3). Pub. L. 101-508, §11502(a)(2), added par.
(3).

Subsec. (b). Pub. L. 101-508, §11502(e)(2), which di-
rected the insertion of *‘, and except as provided in sub-
section (h)” in introductory provisions without specify-
ing the location of such insertion, was executed after
‘‘section’ to reflect the probable intent of Congress.

Pub. L. 101-508, §11502(b)(3), substituted ¢, alcohol
credit, and small ethanol producer credit’ for ‘‘and al-
cohol credit’ in heading.

Subsec. (b)(4), (56). Pub. L. 101-508, §11502(b)(1), (2),
added par. (4) and redesignated former par. (4) as (5).

Subsec. (d)(3)(C), (D). Pub. L. 101-508, §11502(d)(1), (2),
added subpar. (C), redesignated former subpar. (C) as
(D), and substituted ‘‘subparagraph (A), (B), or (C)” for
‘“‘subparagraph (A) or (B)”.

Subsec. (e). Pub. L. 101-508, §11502(f), amended subsec.
(e) generally, substituting present provisions for provi-
sions prohibiting the applicability of this section to
any sale or use after Dec. 31, 1992, and prohibiting
carryovers to any taxable year beginning after Dec. 31,
1994.

Subsec. (g). Pub. L. 101-508, §11502(c), added subsec.

(8).

Subsec. (h). Pub. L. 101-508, §11502(e)(1), added subsec.
(h).
1987—Subsec. (c). Pub. L. 100203 substituted
¢, section 4081(c), or section 4091(c)” for ‘‘or section
4081(c)”.

1984—Pub. L. 98-369, §471(c), renumbered section 44E
of this title as this section.

Subsec. (a). Pub. L. 98-369, §474(k)(1), substituted
“For purposes of section 38, the alcohol fuels credit de-
termined under this section for the taxable year is an
amount equal to the sum of” for ‘“There shall be al-
lowed as a credit against the tax imposed by this chap-
ter for the taxable year an amount equal to the sum of”’
in introductory provisions.

Subsec. (b)(1)(A), (2)(A). Pub. L. 98-369, §912(c)(1), sub-
stituted ‘60 cents’ for ‘*50 cents’’.

Subsec. (b)(3). Pub. L. 98-369, §912(c), substituted ‘45
cents’ for ‘‘37.5 cents’ and ‘60 cents’ for ‘50 cents’’.

Subsec. (¢). Pub. L. 98-369, §913(b), substituted “(b)(2),
(k), or (m)”’ for ‘““(b)(2) or (k).



Page 167

Pub. L. 98-369, §474(k)(2), substituted ‘‘the credit de-
termined under this section’ for ‘‘the credit allowable
under this section”.

Subsec. (d)(1)(A)({). Pub. L. 98-369, §912(f), substituted
“‘coal (including peat)’’ for ‘‘coal”.

Subsec. (d)(3)(A). Pub. L. 98-369, §912(c), substituted

“60 cents” for ‘50 cents’” and ‘45 cents’” for 37.5
cents”.
Subsec. (D)(3)(A){). Pub. L. 98-369, §474(k)(3), sub-

stituted ‘‘credit was determined” for ‘‘credit was allow-
able”.
Subsec. (d)(3)(B). Pub. L. 98-369, §912(c), substituted

60 cents” for ‘50 cents’” and ‘45 cents’ for 37.5
cents”.
Subsec. (D)B3)(B)(1). Pub. L. 98-369, §474(k)(3), sub-

stituted ‘‘credit was determined” for ‘‘credit was allow-
able”.

Subsec. (e). Pub. L. 98-369, §474(k)(4), redesignated
subsec. (f) as (e). Former subsec. (e), which had placed
a limitation based on the amount of tax, was struck
out.

Subsec. (e)(2). Pub. L. 98-369, §474(k)(5), substituted
‘“‘section 39 by reason of this section (treating the
amount allowed by reason of this section as the first
amount allowed by this subpart)” for ‘‘subsection
(e)(2)”.

Subsec. (f). Pub. L. 98-369, §474(k)(6), added subsec. (f).
Former subsec. (f) redesignated (e).

1983—Subsec. (b)(1)(A), (2)(A). Pub. L. 97-424,
§511(d)(3)(A), substituted ‘560 cents’’ for ‘40 cents’’.

Subsec. (b)(3). Pub. L. 97-424, §511(d)(3), substituted
50 cents” for ‘40 cents” and ‘37.5 cents’ for ‘30
cents’’.

Subsec. (c). Pub. L. 97424, §511(b)(2), substituted
“subsection (b)(2) or (k) of section 4041 or section
4081(c)”’ for ‘‘section 4041(k) or 4081(c)”’ after ‘‘reason of
the application of”’.

Subsec. (A)(3)(A), (B). Pub. L. 97424, §511(d)(3), sub-
stituted ‘50 cents’ for ‘40 cents’ and ‘‘37.5 cents’ for
‘30 cents”’.

1982—Subsec. (d)(5). Pub. L. 97-354 substituted ‘‘Pass-
thru in the case of estates and trusts’” for ‘‘Pass-
through in the case of subchapter S corporations, etc.”
in par. heading, and substituted provisions relating to
the applicability of rules similar to rules of subsec. (d)
of section 52 for provisions relating to the applicability
of rules similar to rules of subsecs. (d) and (e) of section
52.

1981—Subsec. (e)(2)(A). Pub. L. 97-34 substituted ‘15
for ‘7"’ in two places, and ‘14" for ‘6’ in one place.

EFFECTIVE DATE OF 2015 AMENDMENT

Pub. L. 114-113, div. Q, title I, §184(b), Dec. 18, 2015, 129
Stat. 3073, provided that: ‘“The amendment made by
this subsection [probably means this section, amending
this section] shall apply to qualified second generation
biofuel production after December 31, 2014.”

EFFECTIVE DATE OF 2014 AMENDMENT

Pub. L. 113-295, div. A, title I, §152(b), Dec. 19, 2014, 128
Stat. 4021, provided that: ‘“The amendment made by
this section [amending this section] shall apply to
qualified second generation biofuel production after
December 31, 2013.”

EFFECTIVE DATE OF 2013 AMENDMENT

Pub. L. 112-240, title IV, §404(a)(3), Jan. 2, 2013, 126
Stat. 2338, provided that: ‘“The amendments made by
this subsection [amending this section] shall take ef-
fect as if included in section 15321(b) of the Heartland,
Habitat, and Horticulture Act of 2008 [probably should
be Heartland, Habitat, Harvest, and Horticulture Act of
2008, title XV of Pub. L. 110-246].”

Pub. L. 112-240, title IV, §404(b)(4), Jan. 2, 2013, 126
Stat. 2339, provided that: ‘“The amendments made by
this subsection [amending this section and section 4101
of this title] shall apply to fuels sold or used after the
date of the enactment of this Act [Jan. 2, 2013].”

EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-312, title VII, §708(a)(3), Dec. 17, 2010, 124
Stat. 3312, provided that: ‘“The amendments made by
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this subsection [amending this section] shall apply to
periods after December 31, 2010.”’

Pub. L. 111-240, title II, §2121(b), Sept. 27, 2010, 124
Stat. 25667, provided that: ‘“The amendments made by
this section [amending this section] shall apply to fuels
sold or used on or after January 1, 2010.”

Pub. L. 111-152, title I, §1408(b), Mar. 30, 2010, 124 Stat.
1067, provided that: ‘“The amendment made by this sec-
tion [amending this section] shall apply to fuels sold or
used on or after January 1, 2010.”

EFFECTIVE DATE OF 2008 AMENDMENT

Pub. L. 110-343, div. B, title II, §203(d), Oct. 3, 2008, 122
Stat. 3834, provided that: ‘“The amendments made by
this section [amending this section and sections 40A,
6426, and 6427 of this title] shall apply to claims for
credit or payment made on or after May 15, 2008.”’

Amendment of this section and repeal of Pub. L.
110-234 by Pub. L. 110-246 effective May 22, 2008, the
date of enactment of Pub. L. 110-234, except as other-
wise provided, see section 4 of Pub. L. 110-246, set out
as an Effective Date note under section 8701 of Title 7,
Agriculture.

Pub. L. 110-234, title XV, §15321(g), May 22, 2008, 122
Stat. 1514, and Pub. L. 110-246, §4(a), title XV, §15321(g),
June 18, 2008, 122 Stat. 1664, 2276, provided that: ‘‘The
amendments made by this section [amending this sec-
tion and sections 40A and 4101 of this title] shall apply
to fuel produced after December 31, 2008.”

[Pub. L. 110-234 and Pub. L. 110-246 enacted identical
provisions. Pub. L. 110-234 was repealed by section 4(a)
of Pub. L. 110-246, set out as a note under section 8701
of Title 7, Agriculture.]

Pub. L. 110-234, title XV, §15331(c), May 22, 2008, 122
Stat. 1516, and Pub. L. 110-246, §4(a), title XV, §15331(c),
June 18, 2008, 122 Stat. 1664, 2278, provided that: ‘‘The
amendments made by this section [amending this sec-
tion and section 6426 of this title] shall take effect on
the date of the enactment of this Act [June 18, 2008].”

[Pub. L. 110-234 and Pub. L. 110-246 enacted identical
provisions. Pub. L. 110-234 was repealed by section 4(a)
of Pub. L. 110-246, set out as a note under section 8701
of Title 7, Agriculture.]

Pub. L. 110-234, title XV, §156332(c), May 22, 2008, 122
Stat. 1516, and Pub. L. 110-246, §4(a), title XV, §15332(c),
June 18, 2008, 122 Stat. 1664, 2278, provided that: ‘“The
amendments made by this section [amending this sec-
tion and section 6426 of this title] shall apply to fuel
sold or used after December 31, 2008.”’

[Pub. L. 110-234 and Pub. L. 110-246 enacted identical
provisions. Pub. L. 110-234 was repealed by section 4(a)
of Pub. L. 110-246, set out as a note under section 8701
of Title 7, Agriculture.]

EFFECTIVE DATE OF 2005 AMENDMENT

Pub. L. 109-58, title XIII, §1347(c), Aug. 8, 2005, 119
Stat. 10566, provided that: ‘“The amendments made by
this section [amending this section] shall apply to tax-
able years ending after the date of the enactment of
this Act [Aug. 8, 2005].”

EFFECTIVE DATE OF 2004 AMENDMENT

Pub. L. 108-357, title III, §301(d), Oct. 22, 2004, 118 Stat.
1463, provided that:

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, the amendments made by this section
[enacting section 6426 of this title and amending this
section and sections 4041, 4081, 4083, 4101, 6427, and 9503
of this title] shall apply to fuel sold or used after De-
cember 31, 2004.

“(2) REGISTRATION REQUIREMENT.—The amendment
made by subsection (b) [amending section 4101 of this
title] shall take effect on April 1, 2005.

‘(3) EXTENSION OF ALCOHOL FUELS CREDIT.—The
amendments made by paragraphs (3), (4), and (14) of
subsection (c¢) [amending this section] shall take effect
on the date of the enactment of this Act [Oct. 22, 2004].

‘(4) REPEAL OF GENERAL FUND RETENTION OF CERTAIN
ALCOHOL FUELS TAXES.—The amendments made by sub-
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section (¢)(12) [amending section 9503 of this title] shall
apply to fuel sold or used after September 30, 2004.”’

Pub. L. 108-357, title III, §313(b), Oct. 22, 2004, 118 Stat.
1468, provided that: “The amendment made by this sec-
tion [amending this section] shall apply to taxable
yvears ending after the date of the enactment of this
Act [Oct. 22, 2004].”

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105-178, title IX, §9003(b)(3), June 9, 1998, 112
Stat. 503, provided that: ‘“The amendments made by
this subsection [amending this section and sections
4041, 4081, and 4091 of this title] shall take effect on Jan-
uary 1, 2001.”

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by Pub. L. 104-188 effective as if included
in the provision of the Revenue Reconciliation Act of
1993, Pub. L. 103-66, §§13001-13444, to which such amend-
ment relates, see section 1703(o) of Pub. L. 104-188, set
out as a note under section 39 of this title.

EFFECTIVE DATE OF 1990 AMENDMENT

Pub. L. 101-508, title XI, §11502(h), Nov. 5, 1990, 104
Stat. 1388-482, provided that:

‘(1) Except as provided in paragraph (2), the amend-
ments made by this section [amending this section]
shall apply to alcohol produced, and sold or used, in
taxable years beginning after December 31, 1990.

‘(2) The amendments made by subsection (g) [amend-
ing provisions not classified to the Code] shall apply to
articles entered or withdrawn from warehouse on or
after January 1, 1991.”

EFFECTIVE DATE OF 1987 AMENDMENT

Pub. L. 100203, title X, §10502(e), Dec. 22, 1987, 101
Stat. 1330-445, provided that: ‘“The amendments made
by this section [enacting sections 4091 to 4093 of this
title, amending this section and sections 4041, 4081, 4101,
4221, 6206, 6416, 6421, 6427, 6652, 9502, 9503, and 9508 of this
title, and enacting provisions set out as notes under
sections 4091 and 9502 of this title] shall apply to sales
after March 31, 1988.”

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 474(k) of Pub. L. 98-369 appli-
cable to taxable years beginning after Dec. 31, 1983, and
to carrybacks from such years, see section 475(a) of
Pub. L. 98-369, set out as a note under section 21 of this
title.

Pub. L. 98-369, div. A, title IX, §912(g), July 18, 1984,
98 Stat. 1008, provided that: ‘“The amendments made by
this section [amending this section and sections 4041,
4081, and 6427 of this title] shall take effect on January
1, 1985.”

Amendment by section 913(b) of Pub. L. 98-369 effec-
tive Aug. 1, 1984, see section 913(c) of Pub. L. 98-369, set
out as a note under section 4041 of this title.

EFFECTIVE DATE OF 1983 AMENDMENT
Amendments by section 511(b)(2), (d)(3) of Pub. L.

97-424 effective Apr. 1, 1983, see section 511(h) of Pub. L.
97-424, set out as a note under section 4041 of this title.

EFFECTIVE DATE OF 1982 AMENDMENT
Amendment by Pub. L. 97-354 applicable to taxable
years beginning after Dec. 31, 1982, see section 6(a) of

Pub. L. 97-354, set out as an Effective Date note under
section 1361 of this title.

EFFECTIVE DATE OF 1981 AMENDMENT

Amendment by Pub. L. 97-34 applicable to unused
credit years ending after Sept. 30, 1980, see section
209(c)(2)(C) of Pub. L. 97-34, set out as an Effective Date
note under section 168 of this title.

EFFECTIVE DATE

Pub. L. 96-223, title II, §232(h)(1), (4), Apr. 2, 1980, 94
Stat. 281, as amended by Pub. L. 97-448, title II, §202(e),
Jan. 12, 1983, 96 Stat. 2396, provided that:
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‘(1) The amendments made by subsections (b) and (c)
[enacting sections 44E [now 40] and 86 of this title and
amending sections 55, 381, 383, 4081, and 6096 of this
title] shall apply to sales or uses after September 30,
1980, in taxable years ending after such date.

‘(4) Notwithstanding paragraph (1), the provisions of
section 44E(d)(4)(B) [now 40(d)(4)(B)] of such Code, as
added by this section, shall take effect on April 2,
1980.”

§40A. Biodiesel and renewable diesel used as
fuel

(a) General rule

For purposes of section 38, the biodiesel fuels
credit determined under this section for the tax-
able year is an amount equal to the sum of—

(1) the biodiesel mixture credit, plus

(2) the biodiesel credit, plus

(3) in the case of an eligible small agri-bio-
diesel producer, the small agri-biodiesel pro-
ducer credit.

(b) Definition of biodiesel mixture credit, biodie-
sel credit, and small agri-biodiesel producer
credit

For purposes of this section—
(1) Biodiesel mixture credit
(A) In general

The biodiesel mixture credit of any tax-
payer for any taxable year is $1.00 for each
gallon of biodiesel used by the taxpayer in
the production of a qualified biodiesel mix-
ture.

(B) Qualified biodiesel mixture

The term ‘‘qualified biodiesel mixture”
means a mixture of biodiesel and diesel fuel
(as defined in section 4083(a)(3)), determined
without regard to any use of kerosene,
which—

(i) is sold by the taxpayer producing such
mixture to any person for use as a fuel, or

(ii) is used as a fuel by the taxpayer pro-
ducing such mixture.

(C) Sale or use must be in trade or business,
ete.

Biodiesel used in the production of a quali-
fied biodiesel mixture shall be taken into ac-
count—

(i) only if the sale or use described in
subparagraph (B) is in a trade or business
of the taxpayer, and

(ii) for the taxable year in which such
sale or use occurs.

(D) Casual off-farm production not eligible

No credit shall be allowed under this sec-
tion with respect to any casual off-farm pro-
duction of a qualified biodiesel mixture.

(2) Biodiesel credit
(A) In general

The biodiesel credit of any taxpayer for
any taxable year is $1.00 for each gallon of
biodiesel which is not in a mixture with die-
sel fuel and which during the taxable year—

(i) is used by the taxpayer as a fuel in a
trade or business, or

(ii) is sold by the taxpayer at retail to a
person and placed in the fuel tank of such
person’s vehicle.
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(B) User credit not to apply to biodiesel sold
at retail

No credit shall be allowed under subpara-
graph (A)(i) with respect to any biodiesel
which was sold in a retail sale described in
subparagraph (A)(i).

(3) Certification for biodiesel

No credit shall be allowed under paragraph
(1) or (2) of subsection (a) unless the taxpayer
obtains a certification (in such form and man-
ner as prescribed by the Secretary) from the
producer or importer of the biodiesel which
identifies the product produced and the per-
centage of biodiesel and agri-biodiesel in the
product.

(4) Small agri-biodiesel producer credit
(A) In general

The small agri-biodiesel producer credit of
any eligible small agri-biodiesel producer for
any taxable year is 10 cents for each gallon
of qualified agri-biodiesel production of such
producer.

(B) Qualified agri-biodiesel production

For purposes of this paragraph, the term
“‘qualified agri-biodiesel production’ means
any agri-biodiesel which is produced by an
eligible small agri-biodiesel producer, and
which during the taxable year—

(i) is sold by such producer to another
person—

(I) for use by such other person in the
production of a qualified biodiesel mix-
ture in such other person’s trade or busi-
ness (other than casual off-farm produc-
tion),

(IT) for use by such other person as a
fuel in a trade or business, or

(ITIT) who sells such agri-biodiesel at re-
tail to another person and places such
agri-biodiesel in the fuel tank of such
other person, or

(ii) is used or sold by such producer for
any purpose described in clause (i).

(C) Limitation

The qualified agri-biodiesel production of
any producer for any taxable year shall not
exceed 15,000,000 gallons.

(¢) Coordination with credit against excise tax

The amount of the credit determined under
this section with respect to any biodiesel shall
be properly reduced to take into account any
benefit provided with respect to such biodiesel
solely by reason of the application of section
6426 or 6427(e).

(d) Definitions and special rules

For purposes of this section—

(1) Biodiesel

The term ‘‘biodiesel” means the monoalkyl
esters of long chain fatty acids derived from
plant or animal matter which meet—

(A) the registration requirements for fuels
and fuel additives established by the Envi-
ronmental Protection Agency under section
211 of the Clean Air Act (42 U.S.C. 7545), and

(B) the requirements of the American So-
ciety of Testing and Materials D6751.

Such term shall not include any liquid with
respect to which a credit may be determined
under section 40.
(2) Agri-biodiesel
The term ‘‘agri-biodiesel’’ means biodiesel
derived solely from virgin oils, including
esters derived from virgin vegetable oils from
corn, soybeans, sunflower seeds, cottonseeds,
canola, crambe, rapeseeds, safflowers,
flaxseeds, rice bran, mustard seeds, and
camelina, and from animal fats.
(3) Mixture or biodiesel not used as a fuel, etc.
(A) Mixtures

If—

(i) any credit was determined under this
section with respect to biodiesel used in
the production of any qualified biodiesel
mixture, and

(ii) any person—

(I) separates the biodiesel from the
mixture, or

(IT) without separation, uses the mix-
ture other than as a fuel,

then there is hereby imposed on such person
a tax equal to the product of the rate appli-
cable under subsection (b)(1)(A) and the
number of gallons of such biodiesel in such
mixture.

(B) Biodiesel

If—

(i) any credit was determined under this
section with respect to the retail sale of
any biodiesel, and

(ii) any person mixes such biodiesel or
uses such biodiesel other than as a fuel,

then there is hereby imposed on such person
a tax equal to the product of the rate appli-
cable under subsection (b)(2)(A) and the
number of gallons of such biodiesel.

(C) Producer credit

If—

(i) any credit was determined under sub-
section (a)(3), and

(ii) any person does not use such fuel for
a purpose described in subsection (b)(4)(B),

then there is hereby imposed on such person
a tax equal to 10 cents a gallon for each gal-
lon of such agri-biodiesel.

(D) Applicable laws

All provisions of law, including penalties,
shall, insofar as applicable and not incon-
sistent with this section, apply in respect of
any tax imposed under subparagraph (A) or
(B) as if such tax were imposed by section
4081 and not by this chapter.

(4) Pass-thru in the case of estates and trusts

Under regulations prescribed by the Sec-
retary, rules similar to the rules of subsection
(d) of section 52 shall apply.

(5) Limitation to biodiesel with connection to
the United States

No credit shall be determined under this sec-
tion with respect to any biodiesel which is
produced outside the United States for use as
a fuel outside the United States. For purposes
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of this paragraph, the term ‘“‘United States”
includes any possession of the United States.

(e) Definitions and special rules for small agri-
biodiesel producer credit

For purposes of this section—
(1) Eligible small agri-biodiesel producer

The term ‘‘eligible small agri-biodiesel pro-
ducer’” means a person who, at all times dur-
ing the taxable year, has a productive capac-
ity for agri-biodiesel not in excess of 60,000,000
gallons.

(2) Aggregation rule

For purposes of the 15,000,000 gallon limita-
tion wunder subsection (b)(4)(C) and the
60,000,000 gallon limitation under paragraph
(1), all members of the same controlled group
of corporations (within the meaning of section
267(f)) and all persons under common control
(within the meaning of section 52(b) but deter-
mined by treating an interest of more than 50
percent as a controlling interest) shall be
treated as 1 person.

(3) Partnership, S corporation, and other pass-
thru entities

In the case of a partnership, trust, S cor-
poration, or other pass-thru entity, the limita-
tions contained in subsection (b)(4)(C) and
paragraph (1) shall be applied at the entity
level and at the partner or similar level.

(4) Allocation

For purposes of this subsection, in the case
of a facility in which more than 1 person has
an interest, productive capacity shall be allo-
cated among such persons in such manner as
the Secretary may prescribe.

(5) Regulations

The Secretary may prescribe such regula-
tions as may be necessary—

(A) to prevent the credit provided for in
subsection (a)(3) from directly or indirectly
benefiting any person with a direct or indi-
rect productive capacity of more than
60,000,000 gallons of agri-biodiesel during the
taxable year, or

(B) to prevent any person from directly or
indirectly benefiting with respect to more
than 15,000,000 gallons during the taxable
year.

(6) Allocation of small agri-biodiesel credit to
patrons of cooperative

(A) Election to allocate
(i) In general

In the case of a cooperative organization
described in section 1381(a), any portion of
the credit determined under subsection
(a)(3) for the taxable year may, at the elec-
tion of the organization, be apportioned
pro rata among patrons of the organiza-
tion on the basis of the quantity or value
of business done with or for such patrons
for the taxable year.

(ii) Form and effect of election

An election under clause (i) for any tax-
able year shall be made on a timely filed
return for such year. Such election, once
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made, shall be irrevocable for such taxable
year. Such election shall not take effect
unless the organization designates the ap-
portionment as such in a written notice
mailed to its patrons during the payment
period described in section 1382(d).

(B) Treatment of organizations and patrons
(i) Organizations

The amount of the credit not appor-
tioned to patrons pursuant to subpara-
graph (A) shall be included in the amount
determined under subsection (a)(3) for the
taxable year of the organization.

(ii) Patrons

The amount of the credit apportioned to
patrons pursuant to subparagraph (A) shall
be included in the amount determined
under such subsection for the first taxable
year of each patron ending on or after the
last day of the payment period (as defined
in section 1382(d)) for the taxable year of
the organization or, if earlier, for the tax-
able year of each patron ending on or after
the date on which the patron receives no-
tice from the cooperative of the apportion-
ment.

(iii) Special rules for decrease in credits
for taxable year

If the amount of the credit of the organi-
zation determined under such subsection
for a taxable year is less than the amount
of such credit shown on the return of the
organization for such year, an amount
equal to the excess of—

(I) such reduction, over
(IT) the amount not apportioned to
such patrons under subparagraph (A) for
the taxable year,
shall be treated as an increase in tax im-
posed by this chapter on the organization.
Such increase shall not be treated as tax
imposed by this chapter for purposes of de-
termining the amount of any credit under
this chapter or for purposes of section 55.

(f) Renewable diesel

For purposes of this title—
(1) Treatment in the same manner as biodiesel

Except as provided in paragraph (2), renew-
able diesel shall be treated in the same man-
ner as biodiesel.

(2) Exception

Subsection (b)(4) shall not apply with re-
spect to renewable diesel.

(3) Renewable diesel defined

The term ‘‘renewable diesel’” means liquid
fuel derived from biomass which meets—

(A) the registration requirements for fuels
and fuel additives established by the Envi-
ronmental Protection Agency under section
211 of the Clean Air Act (42 U.S.C. 7545), and

(B) the requirements of the American So-
ciety of Testing and Materials D975 or D396,
or other equivalent standard approved by
the Secretary.

Such term shall not include any liquid with
respect to which a credit may be determined
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under section 40. Such term does not include
any fuel derived from coprocessing biomass
with a feedstock which is not biomass. For
purposes of this paragraph, the term ‘‘bio-
mass’’ has the meaning given such term by
section 45K(c)(3).
(4) Certain aviation fuel

(A) In general

Except as provided in the last 3 sentences
of paragraph (3), the term ‘‘renewable die-
sel”” shall include fuel derived from biomass
which meets the requirements of a Depart-
ment of Defense specification for military
jet fuel or an American Society of Testing
and Materials specification for aviation tur-
bine fuel.

(B) Application of mixture credits

In the case of fuel which is treated as re-
newable diesel solely by reason of subpara-
graph (A), subsection (b)(1) and section
6426(c) shall be applied with respect to such
fuel by treating kerosene as though it were
diesel fuel.

(g) Termination

This section shall not apply to any sale or use
after December 31, 2016.

(Added Pub. L. 108-357, title III, §302(a), Oct. 22,
2004, 118 Stat. 1463; amended Pub. L. 109-58, title
XIII, §§1344(a), 1345(a)—(d), 1346(a), (b)(1), Aug. 8,
2005, 119 Stat. 1052-1055; Pub. L. 109-135, title IV,
§412(h), Dec. 21, 2005, 119 Stat. 2637, Pub. L.
110-234, title XV, §15321(f), May 22, 2008, 122 Stat.
1514; Pub. L. 110-246, §4(a), title XV, §15321(f),
June 18, 2008, 122 Stat. 1664, 2276; Pub. L. 110-343,
div. B, title II, §§202(a), (b)(1), ()(3)—(f), 203(b),
Oct. 3, 2008, 122 Stat. 3832, 3833; Pub. L. 111-312,
title VII, §701(a), Dec. 17, 2010, 124 Stat. 3310;
Pub. L. 112-240, title IV, §405(a), Jan. 2, 2013, 126
Stat. 2340; Pub. L. 113-295, div. A, title I, §153(a),
Dec. 19, 2014, 128 Stat. 4021; Pub. L. 114-113, div.
Q, title I, §185(a)(1), Dec. 18, 2015, 129 Stat. 3073.)

CODIFICATION

Pub. L. 110-234 and Pub. L. 110-246 made identical
amendments to this section. The amendments by Pub.
L. 110-234 were repealed by section 4(a) of Pub. L.
110-246.

AMENDMENTS

2015—Subsec. (g). Pub. L. 114-113 substituted ‘‘Decem-
ber 31, 2016” for ‘‘December 31, 2014"".

2014—Subsec. (g). Pub. L. 113-295 substituted ‘‘Decem-
ber 31, 2014 for ‘‘December 31, 2013,

2013—Subsec. (g). Pub. L. 112-240 substituted ‘‘Decem-
ber 31, 2013 for ““December 31, 2011"".

2010—Subsec. (g). Pub. L. 111-312 substituted ‘‘Decem-
ber 31, 2011”° for ‘‘December 31, 2009°.

2008—Subsec. (b)(1)(A), (2)(A). Pub. L.
§202(b)(1), substituted ‘“$1.00”” for ‘50 cents”’.

Subsec. (b)(3) to (5). Pub. L. 110-343, §202(b)(3)(A), re-
designated pars. (4) and (5) as (3) and (4), respectively,
and struck out heading and text of former par. (3). Text
read as follows: ‘“‘In the case of any biodiesel which is
agri-biodiesel, paragraphs (1)(A) and (2)(A) shall be ap-
plied by substituting ‘$1.00’ for ‘50 cents’.”

Subsec. (d)(1). Pub. L. 110-246, §15321(f)(1), inserted
concluding provisions.

Subsec. (d)(2). Pub. L. 110-343, §202(f), substituted
“mustard seeds, and camelina’” for ‘‘and mustard
seeds”.

Subsec. (d)(3)(C)(ii). Pub. L. 110-343, §202(b)(3)(D), sub-
stituted ‘‘subsection (b)(4)(B)”’ for ‘‘subsection
dGB)”.

110-343,
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Subsec. (d)(5). Pub. L. 110-343, §203(b), added par. (5).

Subsec. (e)(2), (3). Pub. L. 110-343, §202(b)(3)(C), sub-
stituted  ‘‘subsection (b)(4)(C)” for ‘‘subsection
1)(B)(C)”.

Subsec. (£)(2). Pub. L. 110-343, §202(b)(3)(B), amended
heading and text of par. (2) generally. Prior to amend-
ment, text read as follows:

‘““(A) RATE OF CREDIT.—Subsections (b)(1)(A) and
(b)(2)(A) shall be applied with respect to renewable die-
sel by substituting ‘$1.00° for ‘60 cents’.

‘“(B) NONAPPLICATION OF CERTAIN CREDITS.—Sub-
sections (b)(3) and (b)(5) shall not apply with respect to
renewable diesel.”

Subsec. (£)(3). Pub. L. 110-343, §202(d), in introductory
provisions, struck out ‘‘(as defined in section
456K (c)(3))”’ after ‘‘derived from biomass’ and, in con-
cluding provisions, inserted at end ‘‘Such term does not
include any fuel derived from coprocessing biomass
with a feedstock which is not biomass. For purposes of
this paragraph, the term ‘biomass’ has the meaning
given such term by section 45K(c)(3).”’

Pub. L. 110-343, §202(c)(1), (2), in introductory provi-
sions, substituted ‘‘liquid fuel” for ‘‘diesel fuel” and
struck out ‘‘using a thermal depolymerization process’
before ‘“which meets—".

Pub. L. 110-246, §15321(f)(2), inserted concluding provi-
sions.

Subsec. (£)(3)(B). Pub. L. 110-343, §202(c)(3), inserted
‘., or other equivalent standard approved by the Sec-
retary’’ before period at end.

Subsec. (f)(4). Pub. L. 110-343, §202(e), added par. (4).

Subsec. (g). Pub. L. 110-343, §202(a), substituted ‘‘De-
cember 31, 2009’ for ‘‘December 31, 2008”".

2005—Pub. L. 109-58, §1346(b)(1), inserted ‘‘and renew-
able diesel’’ after ‘‘Biodiesel’ in section catchline.

Subsec. (a). Pub. L. 109-58, §1345(a), reenacted heading
without change and amended text of subsec. (a) gener-
ally. Prior to amendment, text read as follows: ‘‘For
purposes of section 38, the biodiesel fuels credit deter-
mined under this section for the taxable year is an
amount equal to the sum of—

‘(1) the biodiesel mixture credit, plus
‘(2) the biodiesel credit.”

Subsec. (b). Pub. L. 109-58, §1345(d)(2), substituted
‘“, biodiesel credit, and small agri-biodiesel producer
credit” for ‘‘and biodiesel credit’’ in heading.

Subsec. (b)(4). Pub. L. 109-58, §1345(d)(1), substituted
‘“‘paragraph (1) or (2) of subsection (a)”’ for ‘‘this sec-
tion”.

Subsec. (b)(5). Pub. L. 109-58, §1345(b), added par. (5).

Subsec. (b)(5)(B). Pub. L. 109-135 struck out ‘‘(deter-
mined without regard to the last sentence of subsection
(d)(2))” after ‘‘any agri-biodiesel’’ in introductory pro-
visions.

Subsec. (d)(3)(C), (D). Pub. L. 109-58, §1345(d)(3), added
subpar. (C) and redesignated former subpar. (C) as (D).
The words following ‘‘subsection (b)(5)(B),” in subpar.
(C) are shown as a flush provision notwithstanding di-
rectory language showing them as part of cl. (ii), to re-
flect the probable intent of Congress.

Subsec. (e). Pub. L. 109-58, §1345(c), added subsec. (e).
The words following ‘‘subparagraph (A) for the taxable
year,” in subsec. (e)(6)(B)(iii) are shown as a flush pro-
vision notwithstanding directory language showing
them as part of subcl. (II), to reflect the probable in-
tent of Congress. Former subsec. (e) redesignated (f).

Pub. L. 109-58, §1344(a), substituted ‘2008’ for ‘‘2006’’.

Subsec. (f). Pub. L. 109-58, §1346(a), added subsec. (f).
Former subsec. (f) redesignated (g).

Pub. L. 109-58, §1345(c), redesignated subsec. (e) as (f).

Subsec. (g). Pub. L. 109-58, §1346(a), redesignated sub-
sec. (f) as (g).

EFFECTIVE DATE OF 2015 AMENDMENT

Pub. L. 114-113, div. Q, title I, §185(a)(2), Dec. 18, 2015,
129 Stat. 3073, provided that: ‘“The amendment made by
this subsection [amending this section] shall apply to
fuel sold or used after December 31, 2014.”

EFFECTIVE DATE OF 2014 AMENDMENT

Pub. L. 113-295, div. A, title I, §153(b), Dec. 19, 2014, 128
Stat. 4021, provided that: ‘“The amendment made by
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this section [amending this section] shall apply to fuel
sold or used after December 31, 2013.”’

EFFECTIVE DATE OF 2013 AMENDMENT

Pub. L. 112-240, title IV, §405(c), Jan. 2, 2013, 126 Stat.
2340, provided that: ‘“The amendments made by this
section [amending this section and sections 6426 and
6427 of this title] shall apply to fuel sold or used after
December 31, 2011.”

EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-312, title VII, §701(d), Dec. 17, 2010, 124
Stat. 3310, provided that: ‘“The amendments made by
this section [amending this section and sections 6426
and 6427 of this title] shall apply to fuel sold or used
after December 31, 2009.”’

EFFECTIVE DATE OF 2008 AMENDMENT

Pub. L. 110-343, div. B, title II, §202(g), Oct. 3, 2008, 122
Stat. 3833, provided that:

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, the amendments made by this section
[amending this section and sections 6426 and 6427 of this
title] shall apply to fuel produced, and sold or used,
after December 31, 2008.

‘“(2) COPRODUCTION OF RENEWABLE DIESEL WITH PETRO-
LEUM FEEDSTOCK.—The amendment made by subsection
(d) [amending this section] shall apply to fuel produced,
and sold or used, after the date of the enactment of this
Act [Oct. 3, 2008].”

Amendment by section 203(b) of Pub. L. 110-343 appli-
cable to claims for credit or payment made on or after
May 15, 2008, see section 203(d) of Pub. L. 110-343, set
out as a note under section 40 of this title.

Amendment of this section and repeal of Pub. L.
110-234 by Pub. L. 110-246 effective May 22, 2008, the
date of enactment of Pub. L. 110-234, except as other-
wise provided, see section 4 of Pub. L. 110-246, set out
as an Effective Date note under section 8701 of Title 7,
Agriculture.

Amendment by section 15321(f) of Pub. L. 110-246 ap-
plicable to fuel produced after Dec. 31, 2008, see section
15321(g) of Pub. L. 110-246, set out as a note under sec-
tion 40 of this title.

EFFECTIVE DATE OF 2005 AMENDMENT

Pub. L. 109-58, title XIII, §1344(b), Aug. 8, 2005, 119
Stat. 1052, provided that: ‘“The amendments made by
this section [amending this section and sections 6426
and 6427 of this title] shall take effect on the date of
the enactment of this Act [Aug. 8, 2005].”"

Pub. L. 109-58, title XIII, §1345(e), Aug. 8, 2005, 119
Stat. 10565, provided that: ‘“The amendments made by
this section [amending this section] shall apply to tax-
able years ending after the date of the enactment of
this Act [Aug. 8, 2005].”

Pub. L. 109-58, title XIII, §1346(c), Aug. 8, 2005, 119
Stat. 1056, provided that: ‘“The amendment made by
subsection (a) [amending this section] shall apply with
respect to fuel sold or used after December 31, 2005.”’

EFFECTIVE DATE

Section applicable to fuel produced, and sold or used,
after Dec. 31, 2004, in taxable years ending after such
date, see section 302(d) of Pub. L. 108-357, set out as an
Effective Date of 2004 Amendment note under section 38
of this title.

§41. Credit for increasing research activities
(a) General rule

For purposes of section 38, the research credit
determined under this section for the taxable
year shall be an amount equal to the sum of—

(1) 20 percent of the excess (if any) of—

(A) the qualified research expenses for the
taxable year, over

(B) the base amount,
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(2) 20 percent of the basic research payments
determined under subsection (e)(1)(A), and

(3) 20 percent of the amounts paid or in-
curred by the taxpayer in carrying on any
trade or business of the taxpayer during the
taxable year (including as contributions) to an
energy research consortium for energy re-
search.

(b) Qualified research expenses

For purposes of this section—
(1) Qualified research expenses

The term ‘‘qualified research expenses”
means the sum of the following amounts
which are paid or incurred by the taxpayer
during the taxable year in carrying on any
trade or business of the taxpayer—

(A) in-house research expenses, and
(B) contract research expenses.
(2) In-house research expenses
(A) In general

The term
means—

(i) any wages paid or incurred to an em-
ployee for qualified services performed by
such employee,

(ii) any amount paid or incurred for sup-
plies used in the conduct of qualified re-
search, and

(iii) under regulations prescribed by the
Secretary, any amount paid or incurred to
another person for the right to use com-
puters in the conduct of qualified research.

“‘in-house research expenses’”

Clause (iii) shall not apply to any amount to
the extent that the taxpayer (or any person
with whom the taxpayer must aggregate ex-
penditures under subsection (f)(1)) receives
or accrues any amount from any other per-
son for the right to use substantially iden-
tical personal property.

(B) Qualified services

The term ‘‘qualified services’ means serv-
ices consisting of—
(i) engaging in qualified research, or
(ii) engaging in the direct supervision or
direct support of research activities which
constitute qualified research.

If substantially all of the services performed
by an individual for the taxpayer during the
taxable year consists of services meeting the
requirements of clause (i) or (ii), the term
‘“‘qualified services’ means all of the services
performed by such individual for the tax-
payer during the taxable year.
(C) Supplies
The term ‘‘supplies” means any tangible
property other than—
(i) land or improvements to land, and
(ii) property of a character subject to the
allowance for depreciation.
(D) Wages
(i) In general
The term ‘‘wages’” has the meaning
given such term by section 3401(a).
(ii) Self-employed individuals and owner-
employees
In the case of an employee (within the
meaning of section 401(c)(1)), the term
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“wages’ includes the earned income (as

defined in section 401(c)(2)) of such em-

ployee.

(iii) Exclusion for wages to which work op-
portunity credit applies

The term ‘“‘wages’ shall not include any
amount taken into account in determining
the work opportunity credit under section
51(a).

(3) Contract research expenses
(A) In general

The term ‘‘contract research expenses’’
means 65 percent of any amount paid or in-
curred by the taxpayer to any person (other
than an employee of the taxpayer) for quali-
fied research.

(B) Prepaid amounts

If any contract research expenses paid or
incurred during any taxable year are attrib-
utable to qualified research to be conducted
after the close of such taxable year, such
amount shall be treated as paid or incurred
during the period during which the qualified
research is conducted.

(C) Amounts paid to certain research consor-
tia

(i) In general

Subparagraph (A) shall be applied by
substituting ‘75 percent’ for ‘65 percent”
with respect to amounts paid or incurred
by the taxpayer to a qualified research
consortium for qualified research on behalf
of the taxpayer and 1 or more unrelated
taxpayers. For purposes of the preceding
sentence, all persons treated as a single
employer under subsection (a) or (b) of sec-
tion 52 shall be treated as related tax-
payers.

(ii) Qualified research consortium

The term ‘‘qualified research consor-
tium’ means any organization which—

(I) is described in section 501(c)(3) or
501(c)(6) and is exempt from tax under
section 501(a),

(IT) is organized and operated pri-
marily to conduct scientific research,
and

(ITI) is not a private foundation.

(D) Amounts paid to eligible small busi-
nesses, universities, and Federal labora-
tories

(i) In general

In the case of amounts paid by the tax-
payer to—
(I) an eligible small business,
(IT) an institution of higher education
(as defined in section 3304(f)), or
(ITI) an organization which is a Federal
laboratory,

for qualified research which is energy re-
search, subparagraph (A) shall be applied
by substituting ‘100 percent’ for ‘65 per-
cent”.

(ii) Eligible small business

For purposes of this subparagraph, the
term ‘‘eligible small business” means a
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small business with respect to which the
taxpayer does not own (within the mean-
ing of section 318) 50 percent or more of—
(ID) in the case of a corporation, the
outstanding stock of the corporation (ei-
ther by vote or value), and
(IT) in the case of a small business
which is not a corporation, the capital
and profits interests of the small busi-
ness.

(iii) Small business
For purposes of this subparagraph—
(I) In general

The term ‘‘small business’” means,
with respect to any calendar year, any
person if the annual average number of
employees employed by such person dur-
ing either of the 2 preceding calendar
years was 500 or fewer. For purposes of
the preceding sentence, a preceding cal-
endar year may be taken into account
only if the person was in existence
throughout the year.

(II) Startups, controlled groups, and
predecessors

Rules similar to the rules of subpara-
graphs (B) and (D) of section 220(c)(4)
shall apply for purposes of this clause.

(iv) Federal laboratory

For purposes of this subparagraph, the
term ‘‘Federal laboratory’ has the mean-
ing given such term by section 4(6) of the
Stevenson-Wydler Technology Innovation
Act of 1980 (15 U.S.C. 3703(6)), as in effect
on the date of the enactment of the Energy
Tax Incentives Act of 2005.

(4) Trade or business requirement disregarded
for in-house research expenses of certain
startup ventures

In the case of in-house research expenses, a
taxpayer shall be treated as meeting the trade
or business requirement of paragraph (1) if, at
the time such in-house research expenses are
paid or incurred, the principal purpose of the
taxpayer in making such expenditures is to
use the results of the research in the active
conduct of a future trade or business—

(A) of the taxpayer, or

(B) of 1 or more other persons who with
the taxpayer are treated as a single taxpayer
under subsection (£)(1).

(c) Base amount

(1) In general

The term ‘‘base amount’ means the product
of—

(A) the fixed-base percentage, and

(B) the average annual gross receipts of
the taxpayer for the 4 taxable years preced-
ing the taxable year for which the credit is
being determined (hereinafter in this sub-
section referred to as the ‘“‘credit year’).

(2) Minimum base amount

In no event shall the base amount be less
than 50 percent of the qualified research ex-
penses for the credit year.
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(3) Fixed-base percentage
(A) In general

Except as otherwise provided in this para-
graph, the fixed-base percentage is the per-
centage which the aggregate qualified re-
search expenses of the taxpayer for taxable
years beginning after December 31, 1983, and
before January 1, 1989, is of the aggregate
gross receipts of the taxpayer for such tax-
able years.

(B) Start-up companies

(i) Taxpayers to which subparagraph ap-

plies
The fixed-base percentage shall be deter-

mined under this subparagraph if—

(I) the first taxable year in which a
taxpayer had both gross receipts and
qualified research expenses begins after
December 31, 1983, or

(IT) there are fewer than 3 taxable
years beginning after December 31, 1983,
and before January 1, 1989, in which the
taxpayer had both gross receipts and
qualified research expenses.

(ii) Fixed-base percentage

In a case to which this subparagraph ap-
plies, the fixed-base percentage is—

(I) 3 percent for each of the taxpayer’s
1st 5 taxable years beginning after De-
cember 31, 1993, for which the taxpayer
has qualified research expenses,

(IT) in the case of the taxpayer’s 6th
such taxable year, ¥% of the percentage
which the aggregate qualified research
expenses of the taxpayer for the 4th and
bth such taxable years is of the aggre-
gate gross receipts of the taxpayer for
such years,

(ITIT) in the case of the taxpayer’s Tth
such taxable year, ¥ of the percentage
which the aggregate qualified research
expenses of the taxpayer for the 5th and
6th such taxable years is of the aggre-
gate gross receipts of the taxpayer for
such years,

(IV) in the case of the taxpayer’s 8th
such taxable year, Y2 of the percentage
which the aggregate qualified research
expenses of the taxpayer for the 5th, 6th,
and Tth such taxable years is of the ag-
gregate gross receipts of the taxpayer for
such years,

(V) in the case of the taxpayer’s 9th
such taxable year, 25 of the percentage
which the aggregate qualified research
expenses of the taxpayer for the 5th, 6th,
7th, and 8th such taxable years is of the
aggregate gross receipts of the taxpayer
for such years,

(VI) in the case of the taxpayer’s 10th
such taxable year, % of the percentage
which the aggregate qualified research
expenses of the taxpayer for the 5th, 6th,
7th, 8th, and 9th such taxable years is of
the aggregate gross receipts of the tax-
payer for such years, and

(VII) for taxable years thereafter, the
percentage which the aggregate qualified
research expenses for any 5 taxable years
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selected by the taxpayer from among the
5th through the 10th such taxable years
is of the aggregate gross receipts of the
taxpayer for such selected years.
(iii) Treatment of de minimis amounts of
gross receipts and qualified research
expenses

The Secretary may prescribe regulations
providing that de minimis amounts of
gross receipts and qualified research ex-
penses shall be disregarded under clauses
(i) and (ii).

(C) Maximum fixed-base percentage

In no event shall the fixed-base percentage
exceed 16 percent.
(D) Rounding

The percentages determined under sub-
paragraphs (A) and (B)(ii) shall be rounded
to the nearest 1/100th of 1 percent.

(4) Election of alternative incremental credit

(A) In general

At the election of the taxpayer, the credit
determined under subsection (a)(1) shall be
equal to the sum of—

(i) 3 percent of so much of the qualified
research expenses for the taxable year as
exceeds 1 percent of the average described
in subsection (¢)(1)(B) but does not exceed
1.5 percent of such average,

(ii) 4 percent of so much of such expenses
as exceeds 1.5 percent of such average but
does not exceed 2 percent of such average,
and

(iii) 5 percent of so much of such ex-
penses as exceeds 2 percent of such aver-
age.

(B) Election

An election under this paragraph shall
apply to the taxable year for which made
and all succeeding taxable years unless re-
voked with the consent of the Secretary.

(5) Election of alternative simplified credit

(A) In general

At the election of the taxpayer, the credit
determined under subsection (a)(1) shall be
equal to 14 percent (12 percent in the case of
taxable years ending before January 1, 2009)
of so much of the qualified research expenses
for the taxable year as exceeds 50 percent of
the average qualified research expenses for
the 3 taxable years preceding the taxable
year for which the credit is being deter-
mined.

(B) Special rule in case of no qualified re-
search expenses in any of 3 preceding
taxable years

(i) Taxpayers to which subparagraph ap-

plies
The credit under this paragraph shall be
determined under this subparagraph if the
taxpayer has no qualified research ex-
penses in any one of the 3 taxable years
preceding the taxable year for which the
credit is being determined.
(ii) Credit rate

The credit determined under this sub-
paragraph shall be equal to 6 percent of
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the qualified research expenses for the tax-
able year.

(C) Election

An election under this paragraph shall
apply to the taxable year for which made
and all succeeding taxable years unless re-
voked with the consent of the Secretary. An
election under this paragraph may not be
made for any taxable year to which an elec-
tion under paragraph (4) applies.

(6) Consistent treatment of expenses required
(A) In general

Notwithstanding whether the period for
filing a claim for credit or refund has ex-
pired for any taxable year taken into ac-
count in determining the fixed-base percent-
age, the qualified research expenses taken
into account in computing such percentage
shall be determined on a basis consistent
with the determination of qualified research
expenses for the credit year.

(B) Prevention of distortions

The Secretary may prescribe regulations
to prevent distortions in calculating a tax-
payer’s qualified research expenses or gross
receipts caused by a change in accounting
methods used by such taxpayer between the
current year and a year taken into account
in computing such taxpayer’s fixed-base per-
centage.

(7) Gross receipts

For purposes of this subsection, gross re-
ceipts for any taxable year shall be reduced by
returns and allowances made during the tax-
able year. In the case of a foreign corporation,
there shall be taken into account only gross
receipts which are effectively connected with
the conduct of a trade or business within the
United States, the Commonwealth of Puerto
Rico, or any possession of the United States.

(d) Qualified research defined
For purposes of this section—
(1) In general

The term ‘‘qualified research’ means re-
search—

(A) with respect to which expenditures
may be treated as expenses under section
174,

(B) which is undertaken for the purpose of
discovering information—

(i) which is technological in nature, and

(ii) the application of which is intended
to be useful in the development of a new or
improved business component of the tax-
payer, and

(C) substantially all of the activities of
which constitute elements of a process of ex-
perimentation for a purpose described in
paragraph (3).

Such term does not include any activity de-
scribed in paragraph (4).
(2) Tests to be applied separately to each busi-
ness component
For purposes of this subsection—
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(A) In general

Paragraph (1) shall be applied separately
with respect to each business component of
the taxpayer.

(B) Business component defined

The term ‘‘business component’” means
any product, process, computer software,
technique, formula, or invention which is to
be—

(i) held for sale, lease, or license, or
(ii) used by the taxpayer in a trade or
business of the taxpayer.
(C) Special rule for production processes

Any plant process, machinery, or tech-
nique for commercial production of a busi-
ness component shall be treated as a sepa-
rate business component (and not as part of
the business component being produced).

(3) Purposes for which research may qualify
for credit

For purposes of paragraph (1)(C)—
(A) In general

Research shall be treated as conducted for
a purpose described in this paragraph if it
relates to—
(i) a new or improved function,
(ii) performance, or
(iii) reliability or quality.

(B) Certain purposes not qualified

Research shall in no event be treated as
conducted for a purpose described in this
paragraph if it relates to style, taste, cos-
metic, or seasonal design factors.

(4) Activities for which credit not allowed

The term ‘‘qualified research’ shall not in-
clude any of the following:

(A) Research after commercial production

Any research conducted after the begin-
ning of commercial production of the busi-
ness component.

(B) Adaptation of existing business compo-
nents

Any research related to the adaptation of
an existing business component to a particu-
lar customer’s requirement or need.

(C) Duplication of existing business compo-
nent

Any research related to the reproduction
of an existing business component (in whole
or in part) from a physical examination of
the business component itself or from plans,
blueprints, detailed specifications, or pub-
licly available information with respect to
such business component.

(D) Surveys, studies, etc.

Any—

(i) efficiency survey,

(ii) activity relating to management
function or technique,

(iii) market research, testing, or devel-
opment (including advertising or pro-
motions),

(iv) routine data collection, or

(v) routine or ordinary testing or inspec-
tion for quality control.
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(E) Computer software

Except to the extent provided in regula-
tions, any research with respect to computer
software which is developed by (or for the
benefit of) the taxpayer primarily for inter-
nal use by the taxpayer, other than for use
in—

(i) an activity which constitutes quali-
fied research (determined with regard to
this subparagraph), or

(ii) a production process with respect to
which the requirements of paragraph (1)
are met.

(F) Foreign research

Any research conducted outside the United
States, the Commonwealth of Puerto Rico,
or any possession of the United States.

(G) Social sciences, etc.

Any research in the social sciences, arts,
or humanities.

(H) Funded research

Any research to the extent funded by any
grant, contract, or otherwise by another per-
son (or governmental entity).

(e) Credit allowable with respect to certain pay-
ments to qualified organizations for basic re-
search

For purposes of this section—
(1) In general

In the case of any taxpayer who makes basic
research payments for any taxable year—

(A) the amount of basic research payments
taken into account under subsection (a)(2)
shall be equal to the excess of—

(i) such basic research payments, over
(ii) the qualified organization base pe-
riod amount, and

(B) that portion of such basic research
payments which does not exceed the quali-
fied organization base period amount shall
be treated as contract research expenses for
purposes of subsection (a)(1).

(2) Basic research payments defined
For purposes of this subsection—
(A) In general

The term ‘‘basic research payment”
means, with respect to any taxable year, any
amount paid in cash during such taxable
year by a corporation to any qualified orga-
nization for basic research but only if—

(i) such payment is pursuant to a written
agreement between such corporation and
such qualified organization, and

(ii) such basic research is to be per-
formed by such qualified organization.

(B) Exception to requirement that research
be performed by the organization

In the case of a qualified organization de-
scribed in subparagraph (C) or (D) of para-
graph (6), clause (ii) of subparagraph (A)
shall not apply.

(3) Qualified organization base period amount

For purposes of this subsection, the term
‘“‘qualified organization base period amount”
means an amount equal to the sum of—

(A) the minimum basic research amount,
plus
(B) the maintenance-of-effort amount.

(4) Minimum basic research amount

For purposes of this subsection—
(A) In general

The term ‘“minimum basic research
amount” means an amount equal to the
greater of—

(i) 1 percent of the average of the sum of
amounts paid or incurred during the base
period for—

() any in-house research expenses, and
(IT) any contract research expenses, or

(ii) the amounts treated as contract re-
search expenses during the base period by
reason of this subsection (as in effect dur-
ing the base period).

(B) Floor amount

Except in the case of a taxpayer which was
in existence during a taxable year (other
than a short taxable year) in the base period,
the minimum basic research amount for any
base period shall not be less than 50 percent
of the basic research payments for the tax-
able year for which a determination is being
made under this subsection.

(5) Maintenance-of-effort amount

For purposes of this subsection—
(A) In general

The term ‘‘maintenance-of-effort amount”’
means, with respect to any taxable year, an
amount equal to the excess (if any) of—

(i) an amount equal to—

(I) the average of the nondesignated
university contributions paid by the tax-
payer during the base period, multiplied
by

(IT) the cost-of-living adjustment for
the calendar year in which such taxable
year begins, over

(ii) the amount of nondesignated univer-
sity contributions paid by the taxpayer
during such taxable year.

(B) Nondesignated university contributions

For purposes of this paragraph, the term
“nondesignated university contribution”’
means any amount paid by a taxpayer to
any qualified organization described in para-
graph (6)(A)—

(i) for which a deduction was allowable
under section 170, and
(ii) which was not taken into account—
(I) in computing the amount of the
credit under this section (as in effect
during the base period) during any tax-
able year in the base period, or
(IT) as a basic research payment for
purposes of this section.

(C) Cost-of-living adjustment defined
(i) In general

The cost-of-living adjustment for any
calendar year is the cost-of-living adjust-
ment for such calendar year determined
under section 1(f)(3), by substituting ‘‘cal-
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endar year 1987 for ‘‘calendar year 1992
in subparagraph (B) thereof.

(ii) Special rule where base period ends in
a calendar year other than 1983 or 1984

If the base period of any taxpayer does
not end in 1983 or 1984, section 1(f)(3)(B)
shall, for purposes of this paragraph, be ap-
plied by substituting the calendar year in
which such base period ends for 1992. Such
substitution shall be in lieu of the substi-
tution under clause (i).

(6) Qualified organization

For purposes of this subsection, the term
“‘qualified organization” means any of the fol-
lowing organizations:

(A) Educational institutions

Any educational organization which—
(i) is an institution of higher education
(within the meaning of section 3304(f)), and
(ii) is described in section 170(b)(1)(A)(ii).

(B) Certain scientific research organizations

Any organization not described in subpara-
graph (A) which—
(i) is described in section 501(c)(3) and is
exempt from tax under section 501(a),
(ii) is organized and operated primarily
to conduct scientific research, and
(iii) is not a private foundation.

(C) Scientific tax-exempt organizations

Any organization which—
(i) is described in—
(I) section 501(c)(3) (other than a pri-
vate foundation), or
(IT) section 501(c)(6),

(ii) is exempt from tax under section
501(a),

(iii) is organized and operated primarily
to promote scientific research by qualified
organizations described in subparagraph
(A) pursuant to written research agree-
ments, and

(iv) currently expends—

(I) substantially all of its funds, or
(IT) substantially all of the basic re-
search payments received by it,

for grants to, or contracts for basic re-
search with, an organization described in
subparagraph (A).

(D) Certain grant organizations

Any organization not described in subpara-
graph (B) or (C) which—

(i) is described in section 501(c)(3) and is
exempt from tax under section 501(a)
(other than a private foundation),

(ii) is established and maintained by an
organization established before July 10,
1981, which meets the requirements of
clause (1),

(iii) is organized and operated exclu-
sively for the purpose of making grants to
organizations described in subparagraph
(A) pursuant to written research agree-
ments for purposes of basic research, and

(iv) makes an election, revocable only
with the consent of the Secretary, to be
treated as a private foundation for pur-
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poses of this title (other than section 4940,
relating to excise tax based on investment
income).

(7) Definitions and special rules
For purposes of this subsection—
(A) Basic research

The term ‘‘basic research’ means any
original investigation for the advancement
of scientific knowledge not having a specific
commercial objective, except that such term
shall not include—

(i) basic research conducted outside of
the United States, and

(ii) basic research in the social sciences,
arts, or humanities.

(B) Base period

The term ‘‘base period’”’ means the 3-tax-
able-year period ending with the taxable
year immediately preceding the 1st taxable
year of the taxpayer beginning after Decem-
ber 31, 1983.

(C) Exclusion from incremental credit cal-
culation

For purposes of determining the amount of
credit allowable under subsection (a)(1) for
any taxable year, the amount of the basic re-
search payments taken into account under
subsection (a)(2)—

(i) shall not be treated as qualified re-
search expenses under subsection (a)(1)(A),
and

(ii) shall not be included in the computa-
tion of base amount under subsection
(a)(1)(B).

(D) Trade or business qualification

For purposes of applying subsection (b)(1)
to this subsection, any basic research pay-
ments shall be treated as an amount paid in
carrying on a trade or business of the tax-
payer in the taxable year in which it is paid
(without regard to the provisions of sub-
section (b)(3)(B)).

(E) Certain corporations not eligible

The term ‘‘corporation’ shall not in-
clude—
(i) an S corporation,
(ii) a personal holding company (as de-
fined in section 542), or
(iii) a service organization (as defined in
section 414(m)(3)).

(f) Special rules

For purposes of this section—
(1) Aggregation of expenditures
(A) Controlled group of corporations

In determining the amount of the credit
under this section—

(i) all members of the same controlled
group of corporations shall be treated as a
single taxpayer, and

(ii) the credit (if any) allowable by this
section to each such member shall be de-
termined on a proportionate basis to its
share of the aggregate of the qualified re-
search expenses, basic research payments,
and amounts paid or incurred to energy re-
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search consortiums, taken into account by
such controlled group for purposes of this
section.

(B) Common control

Under regulations prescribed by the Sec-
retary, in determining the amount of the
credit under this section—

(i) all trades or businesses (whether or
not incorporated) which are under com-
mon control shall be treated as a single
taxpayer, and

(ii) the credit (if any) allowable by this
section to each such person shall be deter-
mined on a proportionate basis to its share
of the aggregate of the qualified research
expenses, basic research payments, and
amounts paid or incurred to energy re-
search consortiums, taken into account by
all such persons under common control for
purposes of this section.

The regulations prescribed under this sub-
paragraph shall be based on principles simi-
lar to the principles which apply in the case
of subparagraph (A).

(2) Allocations

(A) Pass-thru in the case of estates and trusts

Under regulations prescribed by the Sec-
retary, rules similar to the rules of sub-
section (d) of section 52 shall apply.

(B) Allocation in the case of partnerships
In the case of partnerships, the credit shall

be allocated among partners under regula-
tions prescribed by the Secretary.

(3) Adjustments for certain acquisitions, etc.
Under regulations prescribed by the Sec-

retary—

(A) Acquisitions
(i) In general

If a person acquires the major portion of
either a trade or business or a separate
unit of a trade or business (hereinafter in
this paragraph referred to as the ‘‘acquired
business’) of another person (hereinafter
in this paragraph referred to as the “‘prede-
cessor’’), then the amount of qualified re-
search expenses paid or incurred by the ac-
quiring person during the measurement
period shall be increased by the amount
determined under clause (ii), and the gross
receipts of the acquiring person for such
period shall be increased by the amount
determined under clause (iii).

(ii) Amount determined with respect to
qualified research expenses

The amount determined under this
clause is—

(I) for purposes of applying this section
for the taxable year in which such acqui-
sition is made, the acquisition year
amount, and

(IT) for purposes of applying this sec-
tion for any taxable year after the tax-
able year in which such acquisition is
made, the qualified research expenses
paid or incurred by the predecessor with
respect to the acquired business during
the measurement period.
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(iii) Amount determined with respect to
gross receipts

The amount determined under this
clause is the amount which would be deter-
mined under clause (ii) if ‘‘the gross re-
ceipts of”’ were substituted for ‘‘the quali-
fied research expenses paid or incurred by”’
each place it appears in clauses (ii) and
iv).

(iv) Acquisition year amount

For purposes of clause (ii), the acquisi-
tion year amount is the amount equal to
the product of—

(I) the qualified research expenses paid
or incurred by the predecessor with re-
spect to the acquired business during the
measurement period, and

(IT) the number of days in the period
beginning on the date of the acquisition
and ending on the last day of the taxable
year in which the acquisition is made,

divided by the number of days in the ac-

quiring person’s taxable year.

(v) Special rules for coordinating taxable
years

In the case of an acquiring person and a
predecessor whose taxable years do not
begin on the same date—

(I) each reference to a taxable year in
clauses (ii) and (iv) shall refer to the ap-
propriate taxable year of the acquiring
person,

(IT) the qualified research expenses
paid or incurred by the predecessor, and
the gross receipts of the predecessor,
during each taxable year of the prede-
cessor any portion of which is part of the
measurement period shall be allocated
equally among the days of such taxable
year,

(ITII) the amount of such qualified re-
search expenses taken into account
under clauses (ii) and (iv) with respect to
a taxable year of the acquiring person
shall be equal to the total of the ex-
penses attributable under subclause (II)
to the days occurring during such tax-
able year, and

(IV) the amount of such gross receipts
taken into account under clause (iii)
with respect to a taxable year of the ac-
quiring person shall be equal to the total
of the gross receipts attributable under
subclause (II) to the days occurring dur-
ing such taxable year.

(vi) Measurement period

For purposes of this subparagraph, the
term ‘‘measurement period” means, with
respect to the taxable year of the acquir-
ing person for which the credit is deter-
mined, any period of the acquiring person
preceding such taxable year which is taken
into account for purposes of determining
the credit for such year.

(B) Dispositions

If the predecessor furnished to the acquir-
ing person such information as is necessary
for the application of subparagraph (A),
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then, for purposes of applying this section
for any taxable year ending after such dis-
position, the amount of qualified research
expenses paid or incurred by, and the gross
receipts of, the predecessor during the meas-
urement period (as defined in subparagraph
(A)(vi), determined by substituting ‘‘prede-
cessor” for ‘‘acquiring person’ each place it
appears) shall be reduced by—

(i) in the case of the taxable year in
which such disposition is made, an amount
equal to the product of—

(I) the qualified research expenses paid
or incurred by, or gross receipts of, the
predecessor with respect to the acquired
business during the measurement period
(as so defined and so determined), and

(IT) the number of days in the period
beginning on the date of acquisition (as
determined for purposes of subparagraph
(A)(iv)(II)) and ending on the last day of
the taxable year of the predecessor in
which the disposition is made,

divided by the number of days in the tax-
able year of the predecessor, and

(ii) in the case of any taxable year end-
ing after the taxable year in which such
disposition is made, the amount described
in clause (1)(1).

(C) Certain reimbursements taken into ac-
count in determining fixed-base percent-
age

If during any of the 3 taxable years follow-
ing the taxable year in which a disposition
to which subparagraph (B) applies occurs,
the disposing taxpayer (or a person with
whom the taxpayer is required to aggregate
expenditures under paragraph (1)) reim-
burses the acquiring person (or a person re-
quired to so aggregate expenditures with
such person) for research on behalf of the
taxpayer, then the amount of qualified re-
search expenses of the taxpayer for the tax-
able years taken into account in computing
the fixed-base percentage shall be increased
by the lesser of—

(i) the amount of the decrease under sub-
paragraph (B) which is allocable to taxable
years so taken into account, or

(ii) the product of the number of taxable
years so taken into account, multiplied by
the amount of the reimbursement de-
scribed in this subparagraph.

(4) Short taxable years

In the case of any short taxable year, quali-
fied research expenses and gross receipts shall
be annualized in such circumstances and under
such methods as the Secretary may prescribe
by regulation.

(5) Controlled group of corporations

The term ‘‘controlled group of corporations”
has the same meaning given to such term by
section 1563(a), except that—

(A) “‘more than 50 percent’’ shall be sub-
stituted for ‘‘at least 80 percent’’ each place
it appears in section 1563(a)(1), and

(B) the determination shall be made with-
out regard to subsections (a)(4) and (e)(3)(C)
of section 1563.
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(6) Energy research consortium
(A) In general

The term ‘‘energy research consortium”
means any organization—
(i) which is—

(I) described in section 501(c)(3) and is
exempt from tax under section 501(a) and
is organized and operated primarily to
conduct energy research, or

(IT) organized and operated primarily
to conduct energy research in the public
interest (within the meaning of section
501(c)(3)),

(ii) which is not a private foundation,

(iii) to which at least 5 unrelated persons
paid or incurred during the calendar year
in which the taxable year of the organiza-
tion begins amounts (including as con-
tributions) to such organization for energy
research, and

(iv) to which no single person paid or in-
curred (including as contributions) during
such calendar year an amount equal to
more than 50 percent of the total amounts
received by such organization during such
calendar year for energy research.

(B) Treatment of persons

All persons treated as a single employer
under subsection (a) or (b) of section 52 shall
be treated as related persons for purposes of
subparagraph (A)(iii) and as a single person
for purposes of subparagraph (A)({iv).

(C) Foreign research

For purposes of subsection (a)(3), amounts
paid or incurred for any energy research
conducted outside the United States, the
Commonwealth of Puerto Rico, or any pos-
session of the United States shall not be
taken into account.

(D) Denial of double benefit

Any amount taken into account under sub-
section (a)(3) shall not be taken into account
under paragraph (1) or (2) of subsection (a).

(E) Energy research

The term ‘‘energy research” does not in-
clude any research which is not qualified re-
search.

(g) Special rule for pass-thru of credit

In the case of an individual who—
(1) owns an interest in an unincorporated
trade or business,
(2) is a partner in a partnership,
(3) is a beneficiary of an estate or trust, or
(4) is a shareholder in an S corporation,

the amount determined under subsection (a) for
any taxable year shall not exceed an amount
(separately computed with respect to such per-
son’s interest in such trade or business or en-
tity) equal to the amount of tax attributable to
that portion of a person’s taxable income which
is allocable or apportionable to the person’s in-
terest in such trade or business or entity. If the
amount determined under subsection (a) for any
taxable year exceeds the limitation of the pre-
ceding sentence, such amount may be carried to
other taxable years under the rules of section 39;
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except that the limitation of the preceding sen-
tence shall be taken into account in lieu of the
limitation of section 38(c) in applying section 39.

(h) Treatment of credit for qualified small busi-
nesses

(1) In general

At the election of a qualified small business
for any taxable year, section 3111(f) shall apply
to the payroll tax credit portion of the credit
otherwise determined under subsection (a) for
the taxable year and such portion shall not be
treated (other than for purposes of section
280C) as a credit determined under subsection
(a).

(2) Payroll tax credit portion

For purposes of this subsection, the payroll
tax credit portion of the credit determined
under subsection (a) with respect to any quali-
fied small business for any taxable year is the
least of—

(A) the amount specified in the election
made under this subsection,
(B) the credit determined under subsection

(a) for the taxable year (determined before

the application of this subsection), or

(C) in the case of a qualified small business
other than a partnership or S corporation,
the amount of the business credit carry-
forward under section 39 carried from the
taxable year (determined before the applica-
tion of this subsection to the taxable year).

(3) Qualified small business
For purposes of this subsection—
(A) In general

The term ‘‘qualified small business”
means, with respect to any taxable year—
(i) a corporation or partnership, if—

(I) the gross receipts (as determined
under the rules of section 448(c)(3), with-
out regard to subparagraph (A) thereof)
of such entity for the taxable year is less
than $5,000,000, and

(IT) such entity did not have gross re-
ceipts (as so determined) for any taxable
year preceding the 5-taxable-year period
ending with such taxable year, and

(ii) any person (other than a corporation
or partnership) who meets the require-
ments of subclauses (I) and (II) of clause
(i), determined—

(I) by substituting ‘‘person’ for ‘‘en-
tity”’ each place it appears, and

(IT) by only taking into account the ag-
gregate gross receipts received by such
person in carrying on all trades or busi-
nesses of such person.

(B) Limitation

Such term shall not include an organiza-
tion which is exempt from taxation under
section 501.

(4) Election

(A) In general

Any election under this subsection for any
taxable year—

(i) shall specify the amount of the credit
to which such election applies,

(ii) shall be made on or before the due
date (including extensions) of—

(I) in the case of a qualified small busi-
ness which is a partnership, the return
required to be filed under section 6031,

(IT) in the case of a qualified small
business which is an S corporation, the
return required to be filed under section
6037, and

(ITI) in the case of any other qualified
small business, the return of tax for the
taxable year, and

(iii) may be revoked only with the con-
sent of the Secretary.

(B) Limitations
(i) Amount

The amount specified in any election
made under this subsection shall not ex-
ceed $250,000.

(ii) Number of taxable years

A person may not make an election
under this subsection if such person (or
any other person treated as a single tax-
payer with such person under paragraph
(5)(A)) has made an election under this
subsection for 5 or more preceding taxable
years.

(C) Special rule for partnerships and S cor-
porations

In the case of a qualified small business
which is a partnership or S corporation, the
election made under this subsection shall be
made at the entity level.

(5) Aggregation rules
(A) In general

Except as provided in subparagraph (B), all
persons or entities treated as a single tax-
payer under subsection (f)(1) shall be treated
as a single taxpayer for purposes of this sub-
section.

(B) Special rules

For purposes of this subsection and section
3111(f)—

(i) each of the persons treated as a single
taxpayer under subparagraph (A) may sep-
arately make the election under paragraph
(1) for any taxable year, and

(ii) the $250,000 amount under paragraph
(4)(B)(i) shall be allocated among all per-
sons treated as a single taxpayer under
subparagraph (A) in the same manner as
under subparagraph (A)(ii) or (B)(ii) of sub-
section (f)(1), whichever is applicable.

(6) Regulations

The Secretary shall prescribe such regula-
tions as may be necessary to carry out the
purposes of this subsection, including—

(A) regulations to prevent the avoidance of
the purposes of the limitations and aggrega-
tion rules under this subsection through the
use of successor companies or other means,

(B) regulations to minimize compliance
and record-keeping burdens under this sub-
section, and

(C) regulations for recapturing the benefit
of credits determined under section 3111(f) in
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cases where there is a subsequent adjust-
ment to the payroll tax credit portion of the
credit determined under subsection (a), in-
cluding requiring amended income tax re-
turns in the cases where there is such an ad-
justment.

(Added Pub. L. 97-34, title II, §221(a), Aug. 13,
1981, 95 Stat. 241, §44F; amended Pub. L. 97-354,
§5(a)(3), Oct. 19, 1982, 96 Stat. 1692; Pub. L. 97-448,
title I, §102(b)(2), Jan. 12, 1983, 96 Stat. 2372; re-
numbered §30 and amended Pub. L. 98-369, div.
A, title IV, §§471(c), 474(1)(1), title VI, §612(e)(1),
July 18, 1984, 98 Stat. 826, 831, 912; renumbered
§41 and amended Pub. L. 99-514, title II,
§231(a)(1), (b), (c), (A)2), (3)(C)(ii), (e), title
XVIII, §1847(b)(1), Oct. 22, 1986, 100 Stat. 2173,
2175, 2178-2180, 2856; Pub. L. 100-647, title I,
§1002(h)(1), title IV, §§4007(a), 4008(b)(1), Nov. 10,
1988, 102 Stat. 3370, 3652; Pub. L. 101-239, title
VII, §§7110(a)(1), (b), (b)[(c)], 7814(e)(2)(C), Dec.
19, 1989, 103 Stat. 2322, 2323, 2325, 2414; Pub. L.
101-508, title XTI, §§11101(d)(1)(C), 11402(a), Nov. 5,
1990, 104 Stat. 1388-405, 1388-473; Pub. L. 102-227,
title I, §102(a), Dec. 11, 1991, 105 Stat. 1686; Pub.
L. 103-66, title XIII, §§13111(a)(1), 13112(a), (b),
13201(b)(3)(C), Aug. 10, 1993, 107 Stat. 420, 421, 459;
Pub. L. 104-188, title I, §§1201(e)(1), (4),
1204(a)—(d), Aug. 20, 1996, 110 Stat. 1772-1774; Pub.
L. 105-34, title VI, §601(a), (b)(1), Aug. 5, 1997, 111
Stat. 861; Pub. L. 105-277, div. J, title I, §1001(a),
Oct. 21, 1998, 112 Stat. 2681-888; Pub. L. 106-170,
title V, §502(a)(1), (b)(1), (c)(1), Dec. 17, 1999, 113
Stat. 1919; Pub. L. 108-311, title III, §301(a)(1),
Oct. 4, 2004, 118 Stat. 1178; Pub. L. 109-58, title
XIII, §1351(a), (b), Aug. 8, 2005, 119 Stat. 1056,
1057; Pub. L. 109-135, title IV, §402(1), Dec. 21,
2005, 119 Stat. 2615; Pub. L. 109-432, div. A, title
I, §104(a)1), (b)(1), (c)(1), Dec. 20, 2006, 120 Stat.
2934, 2935; Pub. L. 110-172, §§6(c), 11(e)(2), Dec. 29,
2007, 121 Stat. 2479, 2489; Pub. L. 110-343, div. C,
title III, §301(a)(1), (b)-(d), Oct. 3, 2008, 122 Stat.
3865, 3866; Pub. L. 111-312, title VII, §731(a), Dec.
17, 2010, 124 Stat. 3317; Pub. L. 112-240, title III,
§301(a)(1), (b), (c), Jan. 2, 2013, 126 Stat. 2326, 2328;
Pub. L. 113-295, div. A, title I, §111(a), Dec. 19,
2014, 128 Stat. 4014; Pub. L. 114-113, div. Q, title
I, §121(a)(1), (c)(1), Dec. 18, 2015, 129 Stat. 3049.)

REFERENCES IN TEXT

The date of the enactment of the Energy Tax Incen-
tives Act of 2005, referred to in subsec. (b)(3)(D)(iv), is
the date of enactment of title XIII of Pub. L. 109-58,
which was approved Aug. 8, 2005.

PRIOR PROVISIONS

A prior section 41, added Pub. L. 97-34, title III,
§331(a), Aug. 13, 1981, 95 Stat. 289, §44G; amended Pub.
L. 97-448, title I, §103(g)(1), Jan. 12, 1983, 96 Stat. 2379;
renumbered §41 and amended Pub. L. 98-369, div. A,
title I, §14, title IV, §§471(c), 474(D), 491(e)(2), (3), July 18,
1984, 98 Stat. 505, 826, 833, 852, 853, related to employee
stock ownership credit, prior to repeal by Pub. L.
99-514, title XI, §1171(a), Oct. 22, 1986, 100 Stat. 2513, ap-
plicable to compensation paid or accrued after Dec. 31,
1986, in taxable years ending after such date, except as
otherwise provided, see section 1171(c) of Pub. L. 99-514,
set out as an Effective Date of 1986 Amendment note
under section 38 of this title. For transition rules relat-
ing to such repeal, see section 1177 of Pub. L. 99-514, set
out as a Transition Rules note under section 38 of this
title.

Another prior section 41 was renumbered section 24 of
this title.
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AMENDMENTS

2015—Subsec. (h). Pub. L. 114-113, §121(c)(1), added
subsec. (h).

Pub. L. 114-113, §121(a)(1), struck out subsec. (h)
which provided the termination date for applicability
of this section and the alternative incremental credit
and provided the computation for taxable year in which
credit terminates.

2014—Subsec. (h)(1). Pub. L. 113-295 substituted ‘‘paid
or incurred after December 31, 2014.” for ‘‘paid or in-
curred—

“(A) after June 30, 1995, and before July 1, 1996, or

‘(B) after December 31, 2013.”’
2013—Subsec. (f)(1)(A)(ii). Pub. L. 112-240, §301(c)(1),

substituted ‘‘shall be determined on a proportionate
basis to its share of the aggregate of the qualified re-
search expenses, basic research payments, and amounts
paid or incurred to energy research consortiums, taken
into account by such controlled group for purposes of
this section” for ‘‘shall be its proportionate shares of
the qualified research expenses, basic research pay-
ments, and amounts paid or incurred to energy re-
search consortiums, giving rise to the credit’’.

Subsec. (H)(1)(B)(ii). Pub. L. 112-240, §301(c)(2), sub-
stituted ‘‘shall be determined on a proportionate basis
to its share of the aggregate of the qualified research
expenses, basic research payments, and amounts paid
or incurred to energy research consortiums, taken into
account by all such persons under common control for
purposes of this section” for ‘‘shall be its proportionate
shares of the qualified research expenses, basic re-
search payments, and amounts paid or incurred to en-
ergy research consortiums, giving rise to the credit’’.

Subsec. (f)(3)(A). Pub. L. 112-240, §301(b)(1), amended
subpar. (A) generally. Prior to amendment, text read as
follows: “‘If, after December 31, 1983, a taxpayer ac-
quires the major portion of a trade or business of an-
other person (hereinafter in this paragraph referred to
as the ‘predecessor’) or the major portion of a separate
unit of a trade or business of a predecessor, then, for
purposes of applying this section for any taxable year
ending after such acquisition, the amount of qualified
research expenses paid or incurred by the taxpayer dur-
ing periods before such acquisition shall be increased
by so much of such expenses paid or incurred by the
predecessor with respect to the acquired trade or busi-
ness as is attributable to the portion of such trade or
business or separate unit acquired by the taxpayer, and
the gross receipts of the taxpayer for such periods shall
be increased by so much of the gross receipts of such
predecessor with respect to the acquired trade or busi-
ness as is attributable to such portion.”

Subsec. (£)(3)(B). Pub. L. 112-240, §301(b)(2), amended
subpar. (B) generally. Prior to amendment, text read as
follows: ‘‘If, after December 31, 1983—

‘(i) a taxpayer disposes of the major portion of any
trade or business or the major portion of a separate
unit of a trade or business in a transaction to which
subparagraph (A) applies, and

‘“(ii) the taxpayer furnished the acquiring person
such information as is necessary for the application
of subparagraph (A),

then, for purposes of applying this section for any tax-
able year ending after such disposition, the amount of
qualified research expenses paid or incurred by the tax-
payer during periods before such disposition shall be
decreased by so much of such expenses as is attrib-
utable to the portion of such trade or business or sepa-
rate unit disposed of by the taxpayer, and the gross re-
ceipts of the taxpayer for such periods shall be de-
creased by so much of the gross receipts as is attrib-
utable to such portion.”

Subsec. (h)(1)(B). Pub. L. 112-240, §301(a)(1), sub-
stituted ‘“December 31, 2013’ for ‘‘December 31, 2011”°.

2010—Subsec. (h)(1)(B). Pub. L. 111-312 substituted
““‘December 31, 2011’ for ‘‘December 31, 2009"°.

2008—Subsec. (¢)(5)(A). Pub. L. 110-343, §301(c), sub-
stituted ‘‘14 percent (12 percent in the case of taxable
years ending before January 1, 2009)’ for ‘‘12 percent’’.
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Subsec. (h)(1)(B). Pub. L. 110-343, §301(a)(1), sub-
stituted ‘‘December 31, 2009’ for ‘‘December 31, 2007"’.

Subsec. (h)(2). Pub. L. 110-343, §301(d), redesignated
par. (3) as (2) related to computation for taxable year
in which credit terminates.

Pub. L. 110-343, §301(b), added par. (2). Former par. (2)
redesignated (3).

Subsec. (h)(3). Pub. L. 110-343, §301(d), amended par.
(3) generally, redesignating it as par. (2) related to
computation for taxable year in which credit termi-
nated and amending heading and text generally. Prior
to amendment, text read as follows: ‘‘In the case of any
taxable year with respect to which this section applies
to a number of days which is less than the total number
of days in such taxable year, the base amount with re-
spect to such taxable year shall be the amount which
bears the same ratio to the base amount for such year
(determined without regard to this paragraph) as the
number of days in such taxable year to which this sec-
tion applies bears to the total number of days in such
taxable year.”

Pub. L. 110-343, §301(b), redesignated par. (2) as (3).

2007—Subsec. (a)(3). Pub. L. 110-172, §6(c)(1), inserted
“for energy research’’ before period at end.

Subsec. ()(1)(A)({1), (B)(ii). Pub. L. 110-172, §11(e)(2),
substituted ‘‘qualified research expenses, basic research
payments, and amounts paid or incurred to energy re-
search consortiums,” for ‘‘qualified research expenses
and basic research payments’’.

Subsec. (£)(6)(E). Pub. L. 110-172, §6(c)(2), added sub-
par. (E).

2006—Subsec. (¢)(4)(A)({). Pub. L. 109432, §104(b)(1)(A),
substituted ‘3 percent’’ for ‘‘2.65 percent’’.

Subsec. (¢)(4)(A)(ii). Pub. L. 109-432, §104(b)(1)(B), sub-
stituted ‘‘4 percent’’ for ‘‘3.2 percent’’.

Subsec. (c)(H(A)(ii). Pub. L. 109-432, §104(b)(1)(C),
substituted ‘‘5 percent’’ for ‘‘3.75 percent’’.

Subsec. (¢)(6) to (7). Pub. L. 109-432, §104(c)(1), added
par. (5) and redesignated former pars. () and (6) as (6)
and (7), respectively.

Subsec. (h)(1)(B). Pub. L. 109-432, §104(a)(1),
stituted ‘2007’ for ‘‘2005°.

2005—Subsec. (a)(3). Pub. L. 109-58, §1351(a)(1), added
par. (3).

Subsec. (b)(3)(C)(ii). Pub. L. 109-135, §402(1)(2), struck
out ‘““(other than an energy research consortium)’’ after
‘“‘organization’ in introductory provisions.

Pub. L. 109-58, §1351(a)(3), inserted ‘‘(other than an
energy research consortium)’” after ‘‘organization’” in
introductory provisions.

Subsec. (b)(3)(D). Pub. L. 109-58, §1351(b), added sub-
par. (D).

Subsec. (f)(6). Pub. L. 109-58, §1351(a)(2), added par.

sub-

(6).

Subsec. (f)(6)(C), (D). Pub. L. 109-135, §402(1)(1), added
subpars. (C) and (D).

2004—Subsec. (h)(1)(B). Pub. L. 108-311 substituted
“December 31, 2005 for ‘‘June 30, 2004’°.

1999—Subsec. (¢)(4)(A)(1). Pub. L. 106-170, §502(b)(1)(A),
substituted ‘‘2.65 percent’’ for ‘‘1.65 percent’’.

Subsec. (c)(4)(A)(ii). Pub. L. 106-170, §502(b)(1)(B), sub-
stituted ‘‘3.2 percent’’ for ‘2.2 percent’’.

Subsec. (c)(4(A)(iii). Pub. L. 106-170, §502(b)(1)(C),
substituted ‘‘3.75 percent’’ for ‘‘2.75 percent’’.

Subsecs. (c)(6), (A)(4)(F). Pub. L. 106-170, §502(c)(1), in-
serted ‘, the Commonwealth of Puerto Rico, or any
possession of the United States’ before period at end.

Subsec. (h)(1). Pub. L. 106-170, §502(a)(1)(B), struck
out concluding provisions which read as follows: ‘‘Not-
withstanding the preceding sentence, in the case of a
taxpayer making an election under subsection (c)(4) for
its first taxable year beginning after June 30, 1996, and
before July 1, 1997, this section shall apply to amounts
paid or incurred during the 36-month period beginning
with the first month of such year. The 36 months re-
ferred to in the preceding sentence shall be reduced by
the number of full months after June 1996 (and before
the first month of such first taxable year) during which
the taxpayer paid or incurred any amount which is
taken into account in determining the credit under this
section.”
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Subsec. (h)(1)(B). Pub. L. 106-170, §502(a)(1)(A), sub-
stituted ‘“June 30, 2004’ for ‘“‘June 30, 1999”".

1998—Subsec. (h)(1). Pub. L. 105-277 substituted ‘‘June
30, 1999 for ‘‘June 30, 1998 in subpar. (B) and sub-
stituted ‘*36-month” for ‘‘24-month’ and ‘36 months”
for ‘24 months’ in concluding provisions.

1997—Subsec. (c)(4)(B). Pub. L. 105-34, §601(b)(1),
amended heading and text of subpar. (B) generally.
Prior to amendment, text read as follows: ‘“‘An election
under this paragraph may be made only for the first
taxable year of the taxpayer beginning after June 30,
1996. Such an election shall apply to the taxable year
for which made and all succeeding taxable years unless
revoked with the consent of the Secretary.”

Subsec. (h)(1). Pub. L. 105-34, §601(a), substituted
“June 30, 1998 for ‘‘May 31, 1997 in subpar. (B) and
“‘during the 24-month period beginning with the first
month of such year. The 24 months referred to in the
preceding sentence shall be reduced by the number of
full months after June 1996 (and before the first month
of such first taxable year) during which the taxpayer
paid or incurred any amount which is taken into ac-
count in determining the credit under this section.”” for
‘“‘during the first 11 months of such taxable year.” in
concluding provisions.

1996—Subsec. (b)(2)(D)(iii). Pub. L. 104-188, §1201(e)(1),
(4), substituted ‘‘work opportunity credit” for ‘‘tar-
geted jobs credit’ in heading and text.

Subsec. (b)(3)(C). Pub. L. 104-188, §1204(d), added sub-
par. (C).

Subsec. (¢)(3)(B)(1). Pub. L. 104-188, §1204(b), reenacted
heading without change and amended text generally.
Prior to amendment, text read as follows: ‘‘The fixed-
base percentage shall be determined under this sub-
paragraph if there are fewer than 3 taxable years begin-
ning after December 31, 1983, and before January 1, 1989,
in which the taxpayer had both gross receipts and
qualified research expenses.”’

Subsec. (c)(4) to (6). Pub. L. 104-188, §1204(c), added
par. (4) and redesignated former pars. (4) and (b) as (b)
and (6), respectively.

Subsec. (h). Pub. L. 104-188, §1204(a), reenacted head-
ing without change and amended text generally. Prior
to amendment, text read as follows:

‘(1) IN GENERAL.—This section shall not apply to any
amount paid or incurred after June 30, 1995.

‘(2) COMPUTATION OF BASE AMOUNT.—In the case of
any taxable year which begins before July 1, 1995, and
ends after June 30, 1995, the base amount with respect
to such taxable year shall be the amount which bears
the same ratio to the base amount for such year (deter-
mined without regard to this paragraph) as the number
of days in such taxable year before July 1, 1995, bears
to the total number of days in such taxable year.”

1993—Subsec. (¢)(3)(B)(ii). Pub. L. 103-66, §13112(a),
amended heading and text of cl. (ii) generally. Prior to
amendment, text read as follows: “In a case to which
this subparagraph applies, the fixed-base percentage is
3 percent.”

Subsec. (¢)(3)(B)(iii). Pub. L. 103-66, §13112(b)(1), sub-
stituted ‘‘clauses (i) and (ii)”’ for ‘“‘clause (i)”’.

Subsec. (¢)(3)(D). Pub. L. 103-66, §13112(b)(2), sub-
stituted ‘‘subparagraphs (A) and (B)(i)” for ‘‘subpara-
graph (A)”.

Subsec. (e)(5)(C). Pub. L. 103-66, §13201(b)(3)(C), sub-
stituted 1992 for ‘1989’ in cls. (i) and (ii).

Subsec. (h). Pub. L. 103-66, §13111(a)(1), substituted
“June 30, 1995 for ‘“‘June 30, 1992 in pars. (1) and (2)
and “July 1, 1995 for ‘“July 1, 1992 in two places in
par. (2).

1991—Subsec. (h). Pub. L. 102-227 substituted ‘‘June
30, 1992 for ‘‘December 31, 1991’ in pars. (1) and (2), and
“July 1, 19927 for ‘“‘January 1, 1992 in two places in
par. (2).

1990—Subsec. (e)(5)(C)(D). Pub. L. 101-508,
§11101(d)(1)(C)(i), inserted before period at end ‘‘, by
substituting ‘calendar year 1987’ for ‘calendar year 1989’
in subparagraph (B) thereof”’.

Subsec. (e)(5)(C)(@ii). Pub. L. 101-508, §11101(d)(1)(C)(ii),
(iii), substituted 1989’ for ‘1987 and inserted at end
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““Such substitution shall be in lieu of the substitution
under clause (i).”

Subsec. (h). Pub. L. 101-508, §11402(a), substituted
“December 31, 1991 for ‘‘December 31, 1990’ wherever
appearing and ‘‘January 1, 1992 for ‘‘January 1, 1991
wherever appearing.

1989—Subsec. (a)(1)(B). Pub. L. 101-239, §7110(b)(2)(A),
amended subpar. (B) generally. Prior to amendment,
subpar. (B) read as follows: ‘‘the base period research
expenses, and’’.

Subsec. (b)(4). Pub. L. 101-239, §7110(b)[(c)], added par.
4).

Subsec. (c). Pub. L. 101-239, §7110(b)(1), substituted
‘“Base amount’ for ‘‘Base period research expenses’ in
heading and amended text generally, substituting pars.
(1) to (b) for former pars. (1) to (3) which defined ‘‘base
period research expenses’ and ‘‘base period’” and pre-
scribed minimum base period research expenses.

Subsec. (e)(T)(C)(ii). Pub. L. 101-239, §7110(b)(2)(B),
substituted ‘‘base amount’ for ‘‘base period research
expenses’’.

Subsec. (f)(1). Pub. L. 101-239, §7110(b)(2)(C), sub-

stituted ‘“‘proportionate shares of the qualified research
expenses and basic research payments’ for ‘‘propor-
tionate share of the increase in qualified research ex-
penses’ in subpars. (A)(ii) and (B)(ii).

Subsec. (£)(3)(A). Pub. L. 101-239, §7110(b)(2)(D), sub-
stituted ‘‘December 31, 1983’ for ‘‘June 30, 1980’ and in-
serted before period at end ‘‘, and the gross receipts of
the taxpayer for such periods shall be increased by so
much of the gross receipts of such predecessor with re-
spect to the acquired trade or business as is attrib-
utable to such portion”.

Subsec. (H)(3)(B). Pub. L. 101-239, §7110(b)(2)(E), sub-
stituted ‘‘December 31, 1983’ for ‘‘June 30, 1980’ in in-
troductory provisions and inserted before period at end
‘“, and the gross receipts of the taxpayer for such peri-
ods shall be decreased by so much of the gross receipts
as is attributable to such portion’.

Subsec. (£)(3)(C). Pub. L. 101-239, §7110(b)(2)(F), sub-
stituted ‘‘Certain reimbursements taken into account
in determining fixed-base percentage’ for ‘‘Increase in
base period” in heading, ‘‘for the taxable years taken
into account in computing the fixed-base percentage
shall be increased by the lesser of”’ for ‘‘for the base pe-
riod for such taxable year shall be increased by the
lesser of’ in introductory provisions, and new cls. (i)
and (ii) for former cls. (i) and (ii) which read as follows:

‘(i) the amount of the decrease under subparagraph
(B) which is allocable to such base period, or

‘‘(ii) the product of the number of years in the base
period, multiplied by the amount of the reimbursement
described in this subparagraph.”’

Subsec. (f)(4). Pub. L. 101-239, §7110(b)(2)(G), inserted
“and gross receipts’” after ‘‘qualified research ex-
penses’’.

Subsec. (h). Pub. L. 101-239, §7814(e)(2)(C), redesig-
nated subsec. (i) as (h) and struck out former subsec.
(h) which related to election, time for election, and
manner of election by taxpayer to have research credit
not apply for a taxable year.

Subsec. (h)(1). Pub. L. 101-239, §7110(a)(1)(A), sub-
stituted ‘‘December 31, 1990’ for ‘‘December 31, 1989°°.

Subsec. (h)(2). Pub. L. 101-239, §7110(a)(1), substituted
“January 1, 1991 for ‘“‘January 1, 1990 in two places
and substituted ‘‘December 31, 1990’ for ‘‘December 31,
1989,

Pub. L. 101-239, §7110(b)(2)(H), substituted ‘‘base
amount’” for ‘‘base period expenses’” in heading and
‘“‘the base amount with respect to such taxable year
shall be the amount which bears the same ratio to the
base amount for such year (determined without regard
to this paragraph)” for ‘“‘any amount for any base pe-
riod with respect to such taxable year shall be the
amount which bears the same ratio to such amount for
such base period’ in text.

Subsec. (i). Pub. L. 101-239, §7814(e)(2)(C), redesig-
nated subsec. (i) as (h).

1988—Subsec. (g). Pub. L. 100-647, §1002(h)(1), inserted
at end “‘If the amount determined under subsection (a)
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for any taxable year exceeds the limitation of the pre-
ceding sentence, such amount may be carried to other
taxable years under the rules of section 39; except that
the limitation of the preceding sentence shall be taken
into account in lieu of the limitation of section 38(c) in
applying section 39.”

Subsec. (h). Pub. L. 100-647, §4008(b)(1), added subsec.
(h). Former subsec. (h) redesignated (i).

Subsec. (). Pub. L. 100-647, §4008(b)(1), redesignated
former subsec. (h) as (i).

Pub. L. 100-647, §4007(a), substituted 1989 and ‘1990’
for ¢“1988”° and ‘‘1989”°, respectively, wherever appearing
in subsec. (h), prior to redesignation as subsec. (i) by
Pub. L. 100-647, §4008(b)(1).

1986—Pub. L. 99-514, §231(d)(2), renumbered section 30
of this title as this section.

Subsec. (a). Pub. L. 99-514, §231(c)(1), amended subsec.
(a) generally. Prior to amendment, subsec. (a) read as
follows: ‘““There shall be allowed as a credit against the
tax imposed by this chapter for the taxable year an
amount equal to 25 percent of the excess (if any) of—

‘(1) the qualified research expenses for the taxable
year, over
‘“(2) the base period research expenses.”

Subsec. (b)(2)(A)@ii). Pub. L. 99-514, §231(e), amended
cl. (iii) generally. Prior to amendment, cl. (iii) read as
follows: ‘“‘any amount paid or incurred to another per-
son for the right to use personal property in the con-
duct of qualified research.”

Subsec. (b)(2)(D)(@ii). Pub. L. 99-514, §1847(b)(1), sub-
stituted ‘‘targeted jobs credit” for ‘‘new jobs or WIN
credit” in heading.

Subsec. (d). Pub. L. 99-514, §231(b), inserted ‘‘defined”
in heading and amended text generally. Prior to
amendment, text read as follows: ‘“‘For purposes of this
section the term ‘qualified research’ has the same
meaning as the term research or experimental has
under section 174, except that such term shall not in-
clude—

“(1) qualified research conducted outside the

United States,

‘(2) qualified research in the social sciences or hu-
manities, and

‘“(3) qualified research to the extent funded by any
grant, contract, or otherwise by another person (or
any governmental entity).”’

Subsec. (e). Pub. L. 99-514, §231(c)(2), amended subsec.
(e) generally, substituting ‘‘Credit allowable with re-
spect to certain payments to qualified organizations for
basic research’ for ‘‘Credit available with respect to
certain basic research by colleges, universities, and
certain research organizations’ in heading, and restat-
ing and expanding provisions of former pars. (1) to (4)
into new pars. (1) to (7).

Subsec. (g). Pub. L. 99-514, §231(d)(3)(C)(ii), amended
subsec. (g) generally, substituting provisions relating
to special rule for pass-thru of credit for provisions re-
lating to limitation on amount of credit for research
based on amount of tax liability.

Subsec. (h). Pub. L. 99-514, §231(a)(1), added subsec.
(h).

1984—Pub. L. 98-369, §471(c), renumbered section 44F
of this title as this section.

Subsec. (b)(2)(D)(iii). Pub. L. 98-369, §474(i)(1)(A), sub-
stituted ‘‘in determining the targeted jobs credit under
section 51(a)” for ‘‘in computing the credit under sec-
tion 40 or 44B”.

Subsec. (2)(1)(A). Pub. L. 98-369, §612(e)(1), substituted
‘‘section 26(b)”’ for ‘‘section 25(b)”’.

Pub. L. 98-369, §474(i)(1)(B), amended subpar. (A) gen-
erally, substituting ‘‘shall not exceed the taxpayer’s
tax liability for the taxable year (as defined in section
25(b)), reduced by the sum of the credits allowable
under subpart A and sections 27, 28, and 29 for ‘‘shall
not exceed the amount of the tax imposed by this chap-
ter reduced by the sum of the credits allowable under
a section of this part having a lower number or letter
designation than this section, other than the credits al-
lowable by sections 31, 39, and 43. For purposes of the
preceding sentence, the term ‘tax imposed by this chap-
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ter’ shall not include any tax treated as not imposed by
this chapter under the last sentence of section 53(a)’.

1983—Subsec. (b)(2)(A). Pub. L. 97-448 inserted provi-
sion that cl. (iii) would not apply to any amount to the
extent that the taxpayer (or any person with whom the
taxpayer must aggregate expenditures under subsection
(f)(1)) received or accrued any amount from any other
person for the right to use substantially identical per-
sonal property.

1982—Subsec. (£)(2)(A). Pub. L. 97-354, §5(a)(3)(A), sub-
stituted ‘‘Pass-thru in the case of estates and trusts”
for ‘‘Pass-through in the case of subchapter S corpora-
tions, etc.” in subpar. heading, and substituted provi-
sions relating to the applicability of rules similar to
rules of subsec. (d) of section 52 for provisions relating
to the applicability of rules similar to rules of subsecs.
(d) and (e) of section 52.

Subsec. (2)(1)(B)@iv). Pub. L. 97-354, §5(a)(3)(B), sub-
stituted ‘“‘an S corporation’” for ‘“‘an electing small
business corporation (within the meaning of section
1371(b))”.

EFFECTIVE DATE OF 2015 AMENDMENT

Amendment by section 121(a)(1) of Pub. L. 114-113 ap-
plicable to amounts paid or incurred after Dec. 31, 2014,
see section 121(d)(1) of Pub. L. 114-113, set out as a note
under section 38 of this title.

Amendment by section 121(c)(1) of Pub. L. 114-113 ap-
plicable to taxable years beginning after Dec. 31, 2015,
see section 121(d)(3) of Pub. L. 114-113, set out as a note
under section 38 of this title.

EFFECTIVE DATE OF 2014 AMENDMENT

Pub. L. 113-295, div. A, title I, §111(c), Dec. 19, 2014, 128
Stat. 4014, provided that: ‘“The amendments made by
this section [amending this section and section 45C of
this title] shall apply to amounts paid or incurred after
December 31, 2013.”’

EFFECTIVE DATE OF 2013 AMENDMENT

Pub. L. 112-240, title III, §301(d), Jan. 2, 2013, 126 Stat.
2328, provided that:

‘(1) EXTENSION.—The amendments made by sub-
section (a) [amending this section and section 45C of
this title] shall apply to amounts paid or incurred after
December 31, 2011.

‘(2) MODIFICATIONS.—The amendments made by sub-
sections (b) and (¢) [amending this section] shall apply
to taxable years beginning after December 31, 2011.”

EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-312, title VII, §731(c), Dec. 17, 2010, 124
Stat. 3317, provided that: ‘“The amendments made by
this section [amending this section and section 45C of
this title] shall apply to amounts paid or incurred after
December 31, 2009.”’

EFFECTIVE DATE OF 2008 AMENDMENT

Pub. L. 110-343, div. C, title III, §301(e), Oct. 3, 2008,
122 Stat. 3866, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and section 45C of this title] shall apply to tax-
able years beginning after December 31, 2007.

‘“(2) EXTENSION.—The amendments made by sub-
section (a) [amending this section and section 45C of
this title] shall apply to amounts paid or incurred after
December 31, 2007.”’

EFFECTIVE DATE OF 2007 AMENDMENT

Amendment by section 6(c) of Pub. L. 110-172 effective
as if included in the provisions of the Energy Policy
Act of 2005, Pub. L. 109-58, to which such amendment
relates, see section 6(e) of Pub. L. 110-172, set out as a
note under section 30C of this title.

Pub. L. 110-172, §11(e)(3), Dec. 29, 2007, 121 Stat. 2489,
provided that: ‘“The amendments made by this sub-
section [amending this section and section 6427 of this
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title] shall take effect as if included in the provisions
of the Energy Policy Act of 2005 [Pub. L. 109-58] to
which they relate.”

EFFECTIVE DATE OF 2006 AMENDMENT

Pub. L. 109432, div. A, title I, §104(a)(3), Dec. 20, 2006,
120 Stat. 2934, provided that: ‘“The amendments made
by this subsection [amending this section and section
45C of this title] shall apply to amounts paid or in-
curred after December 31, 2005.””

Pub. L. 109-432, div. A, title I, §104(b)(2), (3), Dec. 20,
2006, 120 Stat. 2934, provided that:

‘“(2) EFFECTIVE DATE.—Except as provided in para-
graph (3), the amendments made by this subsection
[amending this section] shall apply to taxable years
ending after December 31, 2006.

¢“(3) TRANSITION RULE.—

““(A) IN GENERAL.—In the case of a specified transi-
tional taxable year for which an election under sec-
tion 41(c)(4) of the Internal Revenue Code of 1986 ap-
plies, the credit determined under section 41(a)(1) of
such Code shall be equal to the sum of—

‘(i) the applicable 2006 percentage multiplied by
the amount determined under section 41(c)(4)(A) of
such Code (as in effect for taxable years ending on
December 31, 2006), plus

‘‘(ii) the applicable 2007 percentage multiplied by
the amount determined under section 41(c)(4)(A) of
such Code (as in effect for taxable years ending on
January 1, 2007).

‘“(B) DEFINITIONS.—For purposes of subparagraph
(A)—

‘(1) SPECIFIED TRANSITIONAL TAXABLE YEAR.—The
term ‘specified transitional taxable year’ means
any taxable year which ends after December 31,
2006, and which includes such date.

‘‘(ii) APPLICABLE 2006 PERCENTAGE.—The term ‘ap-
plicable 2006 percentage’ means the number of days
in the specified transitional taxable year before
January 1, 2007, divided by the number of days in
such taxable year.

“‘(iii) APPLICABLE 2007 PERCENTAGE.—The term ‘ap-
plicable 2007 percentage’ means the number of days
in the specified transitional taxable year after De-
cember 31, 2006, divided by the number of days in
such taxable year.”

Pub. L. 109-432, div. A, title I, §104(c)(2)-(4), Dec. 20,
2006, 120 Stat. 2935, provided that:

€(2) TRANSITION RULE FOR DEEMED REVOCATION OF
ELECTION OF ALTERNATIVE INCREMENTAL CREDIT.—In the
case of an election under section 41(c)(4) of the Internal
Revenue Code of 1986 which applies to the taxable year
which includes January 1, 2007, such election shall be
treated as revoked with the consent of the Secretary of
the Treasury if the taxpayer makes an election under
section 41(c)(6) of such Code (as added by this sub-
section) for such year.

‘“(3) EFFECTIVE DATE.—Except as provided in para-
graph (4), the amendments made by this subsection
[amending this section] shall apply to taxable years
ending after December 31, 2006.

‘(4) TRANSITION RULE FOR NONCALENDAR TAXABLE
YEARS.—

““(A) IN GENERAL.—In the case of a specified transi-
tional taxable year for which an election under sec-
tion 41(c)(5) of the Internal Revenue Code of 1986 (as
added by this subsection) applies, the credit deter-
mined under section 41(a)(1) of such Code shall be
equal to the sum of—

‘(i) the applicable 2006 percentage multiplied by
the amount determined under section 41(a)(1) of
such Code (as in effect for taxable years ending on
December 31, 2006), plus

‘“(ii) the applicable 2007 percentage multiplied by
the amount determined under section 41(c)(5) of
such Code (as in effect for taxable years ending on
January 1, 2007).

‘(B) DEFINITIONS AND SPECIAL RULES.—For purposes
of subparagraph (A)—

‘(i) DEFINITIONS.—Terms used in this paragraph
which are also used in subsection (b)(3) [set out
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above] shall have the respective meanings given
such terms in such subsection.

‘“(ii) DUAL ELECTIONS PERMITTED.—Elections
under paragraphs (4) and (5) of section 41(c) of such
Code may both apply for the specified transitional
taxable year.

‘‘(iii) DEFERRAL OF DEEMED ELECTION REVOCA-
TION.—Any election under section 41(c)(4) of the In-
ternal Revenue Code of 1986 treated as revoked
under paragraph (2) shall be treated as revoked for
the taxable year after the specified transitional
taxable year.”

EFFECTIVE DATE OF 2005 AMENDMENTS

Amendment by Pub. L. 109-135 effective as if included
in the provision of the Energy Policy Act of 2005, Pub.
L. 109-58, to which such amendment relates, see section
402(m)(1) of Pub. L. 109-135, set out as an Effective and
Termination Dates of 2006 Amendments note under sec-
tion 23 of this title.

Pub. L. 109-58, title XIII, §1351(c), Aug. 8, 2005, 119
Stat. 1058, provided that: ‘‘“The amendments made by
this section [amending this section] shall apply to
amounts paid or incurred after the date of the enact-
ment of this Act [Aug. 8, 2005], in taxable years ending
after such date.”

EFFECTIVE DATE OF 2004 AMENDMENT

Pub. L. 108-311, title III, §301(b), Oct. 4, 2004, 118 Stat.
1178, provided that: ‘“The amendments made by this
section [amending this section and section 45C of this
title] shall apply to amounts paid or incurred after
June 30, 2004.”

EFFECTIVE DATE OF 1999 AMENDMENT

Pub. L. 106-170, title V, §502(a)(3), Dec. 17, 1999, 113
Stat. 1919, provided that: ‘“‘“The amendments made by
this subsection [amending this section and section 45C
of this title] shall apply to amounts paid or incurred
after June 30, 1999.”

Pub. L. 106-170, title V, §502(b)(2), Dec. 17, 1999, 113
Stat. 1919, provided that: ‘“The amendments made by
this subsection [amending this section] shall apply to
taxable years beginning after June 30, 1999.”’

Pub. L. 106-170, title V, §502(c)(3), Dec. 17, 1999, 113
Stat. 1920, provided that: ‘“The amendments made by
this subsection [amending this section and section 280C
of this title] shall apply to amounts paid or incurred
after June 30, 1999.”

EFFECTIVE DATE OF 1998 AMENDMENT

Pub. L. 105-277, div. J, title I, §1001(c), Oct. 21, 1998,
112 Stat. 2681-888, provided that: ‘“The amendments
made by this section [amending this section and sec-
tion 45C of this title] shall apply to amounts paid or in-
curred after June 30, 1998.”

EFFECTIVE DATE OF 1997 AMENDMENT

Pub. L. 105-34, title VI, §601(c), Aug. 5, 1997, 111 Stat.
862, provided that: ‘““The amendments made by this sec-
tion [amending this section and section 45C of this
title] shall apply to amounts paid or incurred after May
31, 1997.”

EFFECTIVE DATE OF 1996 AMENDMENT

Amendment by section 1201(e)(1), (4) of Pub. L. 104-188
applicable to individuals who begin work for the em-
ployer after Sept. 30, 1996, see section 1201(g) of Pub. L.
104-188, set out as a note under section 38 of this title.

Pub. L. 104-188, title I, §1204(f), Aug. 20, 1996, 110 Stat.
1775, provided that:

‘(1) IN GENERAL.—Except as provided in paragraph (2),
the amendments made by this section [amending this
section and section 28 [now 45C] of this title] shall
apply to taxable years ending after June 30, 1996.

¢‘(2) SUBSECTIONS (¢) AND (d).—The amendments made
by subsections (¢) and (d) [amending this section] shall
apply to taxable years beginning after June 30, 1996.
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‘“(3) ESTIMATED TAX.—The amendments made by this
section shall not be taken into account under section
6654 or 6655 of the Internal Revenue Code of 1986 (relat-
ing to failure to pay estimated tax) in determining the
amount of any installment required to be paid for a
taxable year beginning in 1997.”

EFFECTIVE DATE OF 1993 AMENDMENT

Amendment by section 13111(a)(1) of Pub. L. 103-66 ap-
plicable to taxable years ending after June 30, 1992, see
section 13111(c) of Pub. L. 103-66, set out as a note under
section 45C of this title.

Pub. L. 103-66, title XIII, §13112(c), Aug. 10, 1993, 107
Stat. 422, provided that: ‘“The amendments made by
this section [amending this section] shall apply to tax-
able years beginning after December 31, 1993.”

Amendment by section 13201(b)(3)(C) of Pub. L. 103-66
applicable to taxable years beginning after Dec. 31,
1992, see section 13201(c) of Pub. L. 103-66, set out as a
note under section 1 of this title.

EFFECTIVE DATE OF 1991 AMENDMENT

Amendment by Pub. L. 102-227 applicable to taxable
years ending after Dec. 31, 1991, see section 102(c) of
Pub. L. 102-227, set out as a note under section 45C of
this title.

EFFECTIVE DATE OF 1990 AMENDMENT

Amendment by section 11101(d)(1)(C) of Pub. L. 101-508
applicable to taxable years beginning after Dec. 31,
1990, see section 11101(e) of Pub. L. 101-508, set out as a
note under section 1 of this title.

Amendment by section 11402(a) of Pub. L. 101-508 ap-
plicable to taxable years beginning after Dec. 31, 1989,
see section 11402(c) of Pub. L. 101-508, set out as a note
under section 45C of this title.

EFFECTIVE DATE OF 1989 AMENDMENT

Pub. L. 101-239, title VII, §7110(e), Dec. 19, 1989, 103
Stat. 2326, provided that: ‘“The amendments made by
this section [amending this section and sections 28, 174,
196, and 280C of this title] (other than subsection (a)
[amending this section and section 28 of this title])
shall apply to taxable years beginning after December
31, 1989.”

Amendment by section 7814(e)(2)(C) of Pub. L. 101-239
effective, except as otherwise provided, as if included in
the provision of the Technical and Miscellaneous Reve-
nue Act of 1988, Pub. L. 100-647, to which such amend-
ment relates, see section 7817 of Pub. L. 101-239, set out
as a note under section 1 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 1002(h)(1) of Pub. L. 100-647 ef-
fective, except as otherwise provided, as if included in
the provision of the Tax Reform Act of 1986, Pub. L.
99-514, to which such amendment relates, see section
1019(a) of Pub. L. 100-647, set out as a note under sec-
tion 1 of this title.

Pub. L. 100-647, title IV, §4008(d), Nov. 10, 1988, 102
Stat. 36563, provided that: “The amendments made by
this section [amending this section and sections 28, 196,
280C, and 6501 of this title] shall apply to taxable years
beginning after December 31, 1988.”

EFFECTIVE DATE OF 1986 AMENDMENT

Pub. L. 99-514, title II, §231(g), Oct. 22, 1986, 100 Stat.
2180, provided that:

‘(1) IN GENERAL.—Except as provided in this sub-
section (2), the amendments made by this section
[amending this section and sections 28, 38, 39, 108, 170,
280C, 381, 936, 6411, and 6511 of this title, renumbering
former section 30 of this title as this section, and en-
acting and amending provisions set out as notes under
this section] shall apply to taxable years beginning
after December 31, 1985.

‘“(2) SUBSECTION (a).—The amendments made by sub-
section (a) [amending this section and provisions set
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out as a note under this section] shall apply to taxable
years ending after December 31, 1985.

‘“(3) BASIC RESEARCH.—Section 41(a)(2) of the Internal
Revenue Code of 1986 (as added by this section), and the
amendments made by subsection (c¢)(2) [amending this
section], shall apply to taxable years beginning after
December 31, 1986.”’

Amendment by section 1847(b)(1) of Pub. L. 99-514 ef-
fective, except as otherwise provided, as if included in
the provisions of the Tax Reform Act of 1984, Pub. L.
98-369, div. A, to which such amendment relates, see
section 1881 of Pub. L. 99-514, set out as a note under
section 48 of this title.

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 474(i)(1) of Pub. L. 98-369 ap-
plicable to taxable years beginning after Dec. 31, 1983,
and to carrybacks from such years, see section 475(a) of
Pub. L. 98-369, set out as a note under section 21 of this
title.

Amendment by section 612(e)(1) of Pub. L. 98-369 ap-
plicable to interest paid or accrued after Dec. 31, 1984,
on indebtedness incurred after Dec. 31, 1984, see section
612(g) of Pub. L. 98-369, set out as an Effective Date
note under section 25 of this title.

EFFECTIVE DATE OF 1983 AMENDMENT

Pub. L. 97-448, title I, §102(h)(2), Jan. 12, 1983, 96 Stat.
2372, provided that the amendment made by that sec-
tion is effective only with respect to amounts paid or
incurred after March 31, 1982.

EFFECTIVE DATE OF 1982 AMENDMENT

Amendment by Pub. L. 97-354 applicable to taxable
years beginning after Dec. 31, 1982, see section 6(a) of
Pub. L. 97-354, set out as an Effective Date note under
section 1361 of this title.

EFFECTIVE DATE

Pub. L. 97-34, title II, §221(d), Aug. 13, 1981, 95 Stat.
241, as amended by Pub. L. 99-514, §2, title II, §231(a)(2),
Oct. 22, 1986, 100 Stat. 2095, 2173, provided that:

‘(1) IN GENERAL.—The amendments made by this sec-
tion [enacting this section and amending sections 55,
381, 383, 6096, 6411, and 6511 of this title] shall apply to
amounts paid or incurred after June 30, 1981.

¢“(2) TRANSITIONAL RULE.—

““(A) IN GENERAL.—If, with respect to the first tax-
able year to which the amendments made by this sec-
tion apply and which ends in 1981 or 1982, the tax-
payer may only take into account qualified research
expenses paid or incurred during a portion of such
taxable year, the amount of the qualified research ex-
penses taken into account for the base period of such
taxable year shall be the amount which bears the
same ratio to the total qualified research expenses
for such base period as the number of months in such
portion of such taxable year bears to the total num-
ber of months in such taxable year.

‘(B) DEFINITIONS.—For purposes of the preceding
sentence, the terms ‘qualified research expenses’ and
‘base period’ have the meanings given to such terms
by section 44F [now 41] of the Internal Revenue Code
of 1986 [formerly I.R.C. 1954] (as added by this sec-
tion).”

SPECIAL RULE FOR ELECTIONS UNDER EXPIRED
PROVISIONS

Pub. L. 109432, div. A, title I, §123, Dec. 20, 2006, 120
Stat. 2944, provided that:

‘‘(a) RESEARCH CREDIT ELECTIONS.—In the case of any
taxable year ending after December 31, 2005, and before
the date of the enactment of this Act [Dec. 20, 2006],
any election under section 41(c)(4) or section
280C(c)(3)(C) of the Internal Revenue Code of 1986 shall
be treated as having been timely made for such taxable
year if such election is made not later than the later of
April 15, 2007, or such time as the Secretary of the
Treasury, or his designee, may specify. Such election
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shall be made in the manner prescribed by such Sec-
retary or designee.

‘“(b) OTHER ELECTIONS.—Except as otherwise provided
by such Secretary or designee, a rule similar to the
rule of subsection (a) shall apply with respect to elec-
tions under any other expired provision of the Internal
Revenue Code of 1986 the applicability of which is ex-
tended by reason of the amendments made by this title
[amending this section and sections 32, 45A, 45C, 45D,
51, 54, 62, 164, 168, 170, 198, 220, 222, 613A, 1397E, 1400,
1400A to 1400C, 1400F, 1400N, 6103, 7608, 7652, and 9812 of
this title, section 1185a of Title 29, Labor, and section
300gg-5 of Title 42, The Public Health and Welfare, and
repealing section 51A of this title].”

SPECIAL RULE FOR CREDIT ATTRIBUTABLE TO
SUSPENSION PERIODS

Pub. L. 106-170, title V, §502(d), Dec. 17, 1999, 113 Stat.
1920, provided that:

‘(1) IN GENERAL.—For purposes of the Internal Reve-
nue Code of 1986, the credit determined under section 41
of such Code which is otherwise allowable under such
Code—

‘“(A) shall not be taken into account prior to Octo-
ber 1, 2000, to the extent such credit is attributable to
the first suspension period; and

‘“(B) shall not be taken into account prior to Octo-
ber 1, 2001, to the extent such credit is attributable to
the second suspension period.

On or after the earliest date that an amount of credit
may be taken into account, such amount may be taken
into account through the filing of an amended return,
an application for expedited refund, an adjustment of
estimated taxes, or other means allowed by such Code.

‘“(2) SUSPENSION PERIODS.—For purposes of this sub-
section—

““(A) the first suspension period is the period begin-
ning on July 1, 1999, and ending on September 30, 2000;
and

‘“(B) the second suspension period is the period be-
ginning on October 1, 2000, and ending on September
30, 2001.
¢“(3) EXPEDITED REFUNDS.—

‘‘(A) IN GENERAL.—If there is an overpayment of tax
with respect to a taxable year by reason of paragraph
(1), the taxpayer may file an application for a ten-
tative refund of such overpayment. Such application
shall be in such manner and form, and contain such
information, as the Secretary may prescribe.

‘(B) DEADLINE FOR APPLICATIONS.—Subparagraph
(A) shall apply only to an application filed before the
date which is 1 year after the close of the suspension
period to which the application relates.

“(C) ALLOWANCE OF ADJUSTMENTS.—Not later than
90 days after the date on which an application is filed
under this paragraph, the Secretary shall—

‘(i) review the application;
‘‘(ii) determine the amount of the overpayment;
and
‘‘(iii) apply, credit, or refund such overpayment,
in a manner similar to the manner provided in sec-
tion 6411(b) of such Code.

‘(D) CONSOLIDATED RETURNS.—The provisions of
section 6411(c) of such Code shall apply to an adjust-
ment under this paragraph in such manner as the
Secretary may provide.

‘‘(4) CREDIT ATTRIBUTABLE TO SUSPENSION PERIOD.—

‘“(A) IN GENERAL.—For purposes of this subsection,
in the case of a taxable year which includes a portion
of the suspension period, the amount of credit deter-
mined under section 41 of such Code for such taxable
year which is attributable to such period is the
amount which bears the same ratio to the amount of
credit determined under such section 41 for such tax-
able year as the number of months in the suspension
period which are during such taxable year bears to
the number of months in such taxable year.

“(B) WAIVER OF ESTIMATED TAX PENALTIES.—No ad-
dition to tax shall be made under section 6654 or 6655
of such Code for any period before July 1, 1999, with
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respect to any underpayment of tax imposed by such

Code to the extent such underpayment was created or

increased by reason of subparagraph (A).

‘“(6) SECRETARY.—For purposes of this subsection, the
term ‘Secretary’ means the Secretary of the Treasury
(or such Secretary’s delegate).”

SPECIAL RULES FOR TAXABLE YEARS BEGINNING
BEFORE OCT. 1, 1990, AND ENDING AFTER SEPT. 30, 1990

Pub. L. 101-239, title VII, §7110(a)(2), Dec. 19, 1989, 103
Stat. 2323, which set forth the method of determining
the amount treated as qualified research expenses for
taxable years beginning before Oct. 1, 1990, and ending
after Sept. 30, 1990, was repealed by Pub. L. 101-508,
title XTI, §11402(b)(1), Nov. 5, 1990, 104 Stat. 1388-473.

[Pub. L. 104-188, title I, §1702(d)(1), Aug. 20, 1996, 110
Stat. 1870, provided that: ‘‘Notwithstanding section
11402(c) of the Revenue Reconciliation Act of 1990 [Pub.
L. 101-508, set out as a note under section 45C of this
title], the amendment made by section 11402(b)(1) of
such Act [repealing section 7110(a)(2) of Pub. L. 101-239,
formerly set out as a note above] shall apply to taxable
years ending after December 31, 1989.”"]

STUDY AND REPORT ON CREDIT PROVIDED BY THIS
SECTION

Pub. L. 100-647, title IV, §4007(b), Nov. 10, 1988, 102
Stat. 3652, directed Comptroller General of United
States to conduct a study of credit provided by 26
U.S.C. 41 and submit a report of the study not later
than Dec. 31, 1989, to Committee on Ways and Means of
House of Representatives and Committee on Finance of
Senate.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

NEW SECTION 41 TREATED AS CONTINUATION OF OLD
SECTION 44F

Pub. L. 98-369, div. A, title IV, §474(i)(2), July 18, 1984,
98 Stat. 832, provided that: ‘“‘For purposes of determin-
ing—

““(A) whether any excess credit under old section
44F [now 41] for a taxable year beginning before Janu-
ary 1, 1984, is allowable as a carryover under new sec-
tion 30 [now 41], and

‘“(B) the period during which new section 30 [now
41] is in effect,

new section 30 [now 41] shall be treated as a continu-
ation of old section 44F (and shall apply only to the ex-
tent old section 44F would have applied).”

§42. Low-income housing credit

(a) In general

For purposes of section 38, the amount of the
low-income housing credit determined under
this section for any taxable year in the credit
period shall be an amount equal to—

(1) the applicable percentage of
(2) the qualified basis of each qualified low-
income building.

(b) Applicable percentage: 70 percent present
value credit for certain new buildings; 30
percent present value credit for certain
other buildings

(1) Determination of applicable percentage

For purposes of this section—

(A) In general

The term ‘‘applicable percentage’ means,
with respect to any building, the appropriate
percentage prescribed by the Secretary for
the earlier of—

(i) the month in which such building is
placed in service, or
(ii) at the election of the taxpayer—

(I) the month in which the taxpayer
and the housing credit agency enter into
an agreement with respect to such build-
ing (which is binding on such agency, the
taxpayer, and all successors in interest)
as to the housing credit dollar amount to
be allocated to such building, or

(IT) in the case of any building to
which subsection (h)(4)(B) applies, the
month in which the tax-exempt obliga-
tions are issued.

A month may be elected under clause (ii)
only if the election is made not later than
the 5th day after the close of such month.
Such an election, once made, shall be ir-
revocable.

(B) Method of prescribing percentages

The percentages prescribed by the Sec-
retary for any month shall be percentages
which will yield over a 10-year period
amounts of credit under subsection (a) which
have a present value equal to—

(i) 70 percent of the qualified basis of a
new building which is not federally sub-
sidized for the taxable year, and

(ii) 30 percent of the qualified basis of a
building not described in clause (i).

(C) Method of discounting

The present value under subparagraph (B)
shall be determined—

(i) as of the last day of the 1st year of
the 10-year period referred to in subpara-
graph (B),

(ii) by using a discount rate equal to 72
percent of the average of the annual Fed-
eral mid-term rate and the annual Federal
long-term rate applicable under section
1274(d)(1) to the month applicable under
clause (i) or (ii) of subparagraph (A) and
compounded annually, and

(iii) by assuming that the credit allow-
able under this section for any year is re-
ceived on the last day of such year.

(2) Minimum credit rate for non-federally sub-
sidized new buildings

In the case of any new building—

(A) which is placed in service by the tax-
payer after the date of the enactment of this
paragraph, and

(B) which is not federally subsidized for
the taxable year,

the applicable percentage shall not be less
than 9 percent.

(3) Cross references

(A) For treatment of certain rehabilitation ex-
penditures as separate new buildings, see sub-
section (e).

(B) For determination of applicable percentage
for increases in qualified basis after the 1st year of
the credit period, see subsection (f)(3).
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(C) For authority of housing credit agency to limit (d) Eligible basis
applicable percentage and qualified basis which

may be taken into account under this section with For purposes of this section—

respect to any building, see subsection (h)(7). (1) New buildings
(¢) Qualified basis; qualified low-income building The eligible basis of a new building is its ad-
For purposes of this section— justed basis as of the close of the 1st taxable
(1) Qualified basis year of the credit period.

(A) Determination

The qualified basis of any qualified low-in-
come building for any taxable year is an
amount equal to—

(i) the applicable fraction (determined as
of the close of such taxable year) of
(ii) the eligible basis of such building
(determined under subsection (d)(5)).
(B) Applicable fraction

For purposes of subparagraph (A), the term
‘“‘applicable fraction” means the smaller of
the unit fraction or the floor space fraction.
(C) Unit fraction

For purposes of subparagraph (B), the term
“unit fraction” means the fraction—
(i) the numerator of which is the number
of low-income units in the building, and
(ii) the denominator of which is the
number of residential rental units (wheth-
er or not occupied) in such building.
(D) Floor space fraction

For purposes of subparagraph (B), the term
“floor space fraction’’ means the fraction—
(i) the numerator of which is the total
floor space of the low-income units in such
building, and
(ii) the denominator of which is the total
floor space of the residential rental units
(whether or not occupied) in such building.
(E) Qualified basis to include portion of
building used to provide supportive serv-
ices for homeless

In the case of a qualified low-income build-
ing described in subsection (i)(3)(B)(iii), the
qualified basis of such building for any tax-
able year shall be increased by the lesser
of—

(i) so much of the eligible basis of such
building as is used throughout the year to
provide supportive services designed to as-
sist tenants in locating and retaining per-
manent housing, or

(ii) 20 percent of the qualified basis of
such building (determined without regard
to this subparagraph).

(2) Qualified low-income building

The term ‘‘qualified low-income building”’
means any building—

(A) which is part of a qualified low-income
housing project at all times during the pe-
riod—

(i) beginning on the 1st day in the com-
pliance period on which such building is
part of such a project, and

(ii) ending on the last day of the compli-
ance period with respect to such building,
and

(B) to which the amendments made by sec-
tion 201(a) of the Tax Reform Act of 1986
apply.

(2) Existing buildings
(A) In general

The eligible basis of an existing building
is—

(i) in the case of a building which meets
the requirements of subparagraph (B), its
adjusted basis as of the close of the 1st
taxable year of the credit period, and

(ii) zero in any other case.

(B) Requirements

A building meets the requirements of this
subparagraph if—

(i) the building is acquired by purchase
(as defined in section 179(d)(2)),

(ii) there is a period of at least 10 years
between the date of its acquisition by the
taxpayer and the date the building was
last placed in service,

(iii) the building was not previously
placed in service by the taxpayer or by any
person who was a related person with re-
spect to the taxpayer as of the time pre-
viously placed in service, and

(iv) except as provided in subsection
(f)(6), a credit is allowable under sub-
section (a) by reason of subsection (e) with
respect to the building.

(C) Adjusted basis

For purposes of subparagraph (A), the ad-
justed basis of any building shall not include
so much of the basis of such building as is
determined by reference to the basis of other
property held at any time by the person ac-
quiring the building.

(D) Special rules for subparagraph (B)

(i) Special rules for certain transfers

For purposes of determining under sub-
paragraph (B)(ii) when a building was last
placed in service, there shall not be taken
into account any placement in service—

(I) in connection with the acquisition
of the building in a transaction in which
the basis of the building in the hands of
the person acquiring it is determined in
whole or in part by reference to the ad-
justed basis of such building in the hands
of the person from whom acquired,

(IT) by a person whose basis in such
building is determined under section
1014(a) (relating to property acquired
from a decedent),

(ITII) by any governmental unit or
qualified nonprofit organization (as de-
fined in subsection (h)(5)) if the require-
ments of subparagraph (B)(ii) are met
with respect to the placement in service
by such unit or organization and all the
income from such property is exempt
from Federal income taxation,

(IV) by any person who acquired such
building by foreclosure (or by instru-
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ment in lieu of foreclosure) of any pur-
chase-money security interest held by
such person if the requirements of sub-
paragraph (B)(ii) are met with respect to
the placement in service by such person
and such building is resold within 12
months after the date such building is
placed in service by such person after
such foreclosure, or

(V) of a single-family residence by any
individual who owned and used such resi-
dence for no other purpose than as his
principal residence.

(ii) Related person

For purposes of subparagraph (B)(iii), a
person (hereinafter in this subclause re-
ferred to as the ‘‘related person’’) is relat-
ed to any person if the related person bears
a relationship to such person specified in
section 267(b) or 707(b)(1), or the related
person and such person are engaged in
trades or businesses under common control
(within the meaning of subsections (a) and
(b) of section 52).

(3) Eligible basis reduced where disproportion-
ate standards for units

(A) In general

Except as provided in subparagraph (B),
the eligible basis of any building shall be re-
duced by an amount equal to the portion of
the adjusted basis of the building which is
attributable to residential rental units in
the building which are not low-income units
and which are above the average quality
standard of the low-income units in the
building.

(B) Exception where taxpayer elects to ex-
clude excess costs

(i) In general

Subparagraph (A) shall not apply with
respect to a residential rental unit in a
building which is not a low-income unit
if—

(I) the excess described in clause (ii)
with respect to such unit is not greater
than 15 percent of the cost described in
clause (ii)(IT), and

(IT) the taxpayer elects to exclude from
the eligible basis of such building the ex-
cess described in clause (ii) with respect
to such unit.

(ii) Excess

The excess described in this clause with
res